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MONDAY,  OCTOBER  15,   1945 

Joint  Hearing  of  the  Subcommittee  on  Surplus  Propertt  Disposal 
OF  the  Committee  on  Milttary  Affairs,  the  Special  CoMMrrrEE  to 
Study  and  Survey  Problems  of  Small  Business  Enterprises,  and 
the  Industrial  Reorganization  Subcommittee  of  the  Special 
Committee  on  Postwar  Economic  Policy  and  Planning 

United  States  Senate, 

Washington^  D.  (7. 

The  committee  met,  pursuant  to  call,  at  10 :  30  a.  m.,  in  the  caucus 
room,  Senate  Office  Building,  Senator  Joseph  C.  O'Mahoney  (chair- 
man of  the  Subcommittee  on  Surplus  Property  Disposal)  presiding. 

Present:  Senators  O'Mahoney  (chairman),  Murray,  Hill,  Wherry, 
Austin,  and  Kevercomb. 

Also  present :  Senators  Hayden,  McClellan,  Maybank,  Mitchell,  and 
Kobertson ;  Congressmen  Savage,  Horan,  and  Angell ;  Kurt  Borchardt, 
counsel.  Surplus  Property  Subcommittee  of  the  Committee  on  Mili- 
tary Affairs ;  Dewey  Anderson,  executive  secretary ;  C.  E.  Childs,  con- 
sultant ;  and  Thomas  J.  McBreen,  Jr.,  chief  of  information,  Senate 
Small  Business  Committee. 

Appearances  on  behalf  of  governmental  agencies : 

James  P.  McGranery,  the  Assistant  to  the  Attorney  General. 

Irving  Lipkowitz,  Antitrust  Division,  Department  of  Justice. 

W.  Stuart  Symington,  Surplus  Property  Administrator. 

H.  B.  Cox,  general  counsel.  Surplus  Property  Administration. 

N.  H.  Bell,  Director,  Plants  Division,  Surplus  Property  Adminis- 
tration. ,      .     .  -r     1      .    •    1    -n  J. 

Donald  McCormick,  Deputy  Administrator,  Industrial  Property, 
Surplus  Property  Administration. 
Samuel  Moment,  Surplus  Property  Administration. 
Col.  John  M.  Redding,  Surplus  Property  Administration. 
Sam  H.  Husbands,  member,  Board  of  Directors,  Reconstruction 

Finance  Corporation.  r.       ^      ^  t> 

G.  F.  Buskie,  Executive  Director,  Office  of  Surplus  Property,  Re- 
construction Finance  Corporation. 

Fred  E.  Berquist,  Acting  Deputy  Director,  Office  of  Surplus  Prop- 
erty, Reconstruction  Finance  Corporation. 
Irving  Gumbel,  Office  of  Surplus  Property,  Reconstruction  Finance 

Corporation.  -r^  tn- 

Lt.  H.  P.  Caulfield,  Jr.,  United  States  Naval  Reserve,  Property  Dis- 
position Branch,  Office  of  Assistant  Secretary  of  Navy. 

Brig.  Gen.  Edgar  P.  Sorensen,  United  States  Army,  Office  of  the 
Under  Secretary  of  War. 
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Lt.  Col.  Owen  C.  Holleran,  Air  Corps,  Office  of  the  Under  Secretary 
of  War. 

Kobert  L.  Sebastian,  technical  adviser,  War  Production  Board. 

J.  Morman  Romoser,  Chief,  Facilities  Branch,  Aluminum  and  Mag- 
nesium Division,  War  Production  Board. 

A.  H.  Galbraith,  War  Production  Board. 

A.  B.  Menefee,  War  Production  Board. 

Walton  Seymour,  Director  of  Power  Utilization,  Tennessee  Valley 
Authority. 

W.  K.  McPherson,  Chief,  Industrial  Economics  Division,  Tennessee 
Valley  Authority. 

Robert  B.  McCormick,  Metals  Division,  United  States  Tariff  Com- 
mission. 

John  C.  Russell,  Metals  Division,  United  States  Tariff  Commission. 
Arthur  Goldschmidt,  Director,  Division  of  Power,  Department  of 
the  Interior. 

Douglas  G.  Wright,  Administrator,-  Southwestern  Power  Admin- 
istration, Department  of  the  Interior. 

Robert  M.  Weidenhammer,  Metals  and  Minerals  Unit,  Department 
of  Commerce. 

J.  P.  Albey,  Bonneville  Power  Commission. 

E.  Robert  de  Luccia,  Chief,  Bureau  of  Power,  Federal  Power 
Commission. 

Alex.  Daspit,  Office  of  War  Mobilization  and  Reconversion. 
Harrison  F.  Houghton,  economist,  Office  of  Reports,  Smaller  War 
Plants  Corporation. 

W.  D.  McFarlane,  Surplus  Property  Division,  Smaller  War  Plants 
Corporation. 

^  Donald  D.  Kennedy,  Chief,  Commodities  Division,  Department  of 
State. 

Appearances  on  behalf  of  industry : 

I.  W.  Wilson,  vice  president,  Aluminum  Co.  of  America. 

Leon  E.  Hickman,  of  Smith,  Buchanan  &  Ingersoll,  P'ittsburgh,  Pa., 
counsel  for  Alcoa. 

Marion  M.  Caskie,  vice  president,  Reynolds  Metals  Co.,  200  South- 
ern Building,  Washington,  D.  C. 

J.  O.  Gallagher,  president,  Columbia  Metals  Corp.,  Seattle,  Wash. 

E.  N.  Rousseau,  Washington  representative,  Olin  Industries,  Inc. 

Lawrence  A.  Harvey,  executive  vice  president,  Harvey  Machine 
Co.,  Los  Angeles  3,  Calif. 

Francis  C.  Cary,  Hybinette  &  Cary,  Wilmington,  Del. 

Ernest  E.  Debs,  member,  California  State  Legislature  and  chair- 
man of  State  aviation  committee,  Sacramento,  Calif. 

Statement  of  Senator  O'Mahoney 

Senator  O'Mahoney.  Now  it  has  been  the  experience  of  the  chair- 
man in  the  past  hearings  that  little  advantage  is  obtained  when  the 
presentation  of  a  point  of  view  depends  solely  upon  the  uninterrupted 
testimony  of  a  witness,  or  the  reading  of  a  paper.  It  is  to  be  hoped  that 
we  can  develop  this  as  a  round-table  discussion,  and  I  hope  that 
witnesses  will  be  willing  to  bo  interrupted,  not  only  by  members  of  the 
committees,  but  also  by  informed  members  and  representatives  of  in- 
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dustry  and  representatives  of  Government  who  are  gathered  aromid 
the  table,  so  that  we  mav  get  the  very  best  possible  results  out  of  the 
presentation  of  this  problem. 

Last  night  I  wrote  an  opening  statement  and  I  want  those  present 
to  understand  that  the  chairman  is  subject  to  the  rule  which  I  have  just 
announced.    I  have  no  objection  to  being  interrupted  at  any  time. 

SURPLUS  PROPERTY  ACT  A  MANDATE 

In  passing  the  Surplus  Propert;^  Act  of  1944,  Congress  laid  a  man- 
date on  the  Surplus  Property  Administrator  to  dispose  of  the  property 
no  longer  needed  in  the  common  defense  in  such  manner  as — 

to  give  maximum  aid  in  the  reestablishment  of  a  peacetime  economy  of  free^ 
independent  enterprise  *  *  *  to  stimulate  full  employment  *  *  *  dis- 
courage monopolistic  practices  *  *  ♦  strengthen  and  preserve  the  competi- 
tive position  of  small  business  *  ♦  ♦  and  promote  production  and  utilization 
of  the  productive  capacity  and  the  natural    *    *    *    resources  of  the  country. 

These  words  of  the  statute  itself  leave  no  doubt  of  what  the  legisla- 
tive intent  was.  This  intent,  however,  was  made  doubly  clear  in  section 
19  of  the  act  which  provides  not  only  that  the  Surplus  Property  Admin- 
istrator should  make  a  report  to  Congress  with  respect  to  all  plants 
costing  $5,000,000  or  more  before  disposing  of  them  but  that  a  disposal 
plan  shall  be  laid  before  the  Congress  "consistent  with  the  policies  and 
objectives  set  forth  in  this  act." 

Specific  as  this  language  is,  it  is  not  the  only  recent  declaration  of 
Congress  on  the  subject.  The  War  Mobilization  and  Reconversion  Act 
of  1944  is  equally  definite.  In  section  205,  this  law  directs  the  Attorney 
General — 

to  make  sui*veys  for  the  purpose  of  determining  any  factors  which  may  tend  to 
eliminate  competition,  create  or  strengthen  monopolies,  injure  small  business,  or 
otherwise  promote  undue  concentration  of  economic  power  in  the  course  of  war 
mobilization  and  during  the  period  of  transition  from  war  to  peace  and  thereafter. 

Thus  by  laws  which  are  as  yet  scarcely  1  year  old,  the  Congress  has 
left  no  loophole  for  misunderstanding  its  purposes.  It  has  instructed 
the  executive  arm  of  the  Government  to  use  the  powers  of  government 
to  help  bring  about  reestablishment  of  a  competitive  economy  in  which 
it  will  be  possible  for  "new  independent  enterprise"  to  develop.  If 
new  independent  enterprise  is  not  permitted  to  develop  in  the  United 
States  of  America  it  is  difficult  to  see  where  else  in  the  world  it  can. 
develop  and  can  be  protected,  because  the  obvious  trend  in  Russia,  in 
Britain,  in  Europe,  and  everywhere  except  where  the  United  States  is 
endeavoring  to  carry  out  the  policy  of  freedom  in  competition,  it  is 
becoming  more  and  more  difficult  for  the  individual  or  small  organiza- 
tion to  compete  with  either  cartels  upon  the  one  hand,  or  authoritarian 
government  upon  the  other. 

In  compliance  with  the  laws  to  which  I  have  referred,  the  Surplus 
Property  Administrator  and  the  Attorney  General  have  transmitted 
to  Uongress  their  respective  reports  on  the  aluminum  industry  and 
both  of  these  documents  have  been  referred  to  the  Surplus  Property 
Subcommittee  of  the  Senate  Committee  on  Military  Affairs.  This 
hearing  is  being  held  under  the  sponsorship  of  this  subcommittee  and 
jointly  with  the  Select  Committee  on  Small  Business  and  the  Indus- 
trial Reorganization  Subcommittee  of  the  Select  Committee  on  Post- 
war Economic  Policy  and  Planning.    All  three  of  these  committees 
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participated  in  preparing  both  the  War  Mobilization  and  Reconver- 
sion Act  and  the  Surplus  Property  Act.  It  is  appropriate  that  they, 
therefore,  should  now  examine  the  two  reports  which  have  been  trans- 
mitted to  Congress  under  these  acts  and  that  they  should  afford  a 
full  opportunity  to  the  representatives  of  industry,  labor,  and  Gov- 
ernment publicly  to  discuss  the  problems  raised  by  the  two  reports. 

DISPOSAL    OF    ALUMINUM    PLANTS    COULD    WELL    SERVE    AS    PATTERN    FOR 

DISPOSAL  OF  ALL  GOVERNMENT  FACILITIES 

The  disposal  of  Government-owned  aluminum  plants  may  well  be 
the  pattern  for  the  disposal  of  all  the  facilities  constructed  by  the 
Government  for  the  purposes  of  war.  On  what  is  done  with  respect  to 
these  facilities  may  depend  the  success  or  failure  of  the  clearly  an- 
nounced congressional  policy  for  the  preservation  of  free  enterprise. 
It  would  be  dangerous  to  minimize  the  task.  It  is  not  too  much  to 
say  that  both  the  economic  and  the  political  future  of  this  country  will 
be  deeply  affected  by  what  is  done  with  these  Government-owned 
facilities. 

Their  output  enabled  us  to  produce  the  equipment  without  which 
the  United  Nations  could  not  have  prevailed  in  the  war.  Because  of 
them  we  were  able  to  manufacture  almost  300,000  military  planes, 
more  than  70,000  warships,  315,000  pieces  of  artillery  and  mortars, 
86,000  tanks,  64,000  land  ships,  and  unimaginable  amounts  of  am- 
munition and  other  material  and  equipment — all  of  a  total  value  of 
$186,000,000,000. 

The  industrial  achievement  of  the  United  States  between  July  1, 
1940,  and  July  31,  1945,  was  made  possible  by  the  investment  of  ap- 
proximately $15,000,000,000  of  public  funds  in  the  construction  and 
expansion  of  industrial  plants  and  by  the  exercise  of  Government 
controls  over  the  entire  economy,  controls  of  such  a  degree  as  never 
before  were  attempted  in  this  country. 

Mr.  J.  A.  Krug,  Chairman  of  the  War  Production  Board,  in  his  re- 
port only  last  week  on  wartime  achievements  and  the  reconversion 
outlook,  declared: 

To  an  extent  unprecedented  in  our  history  even  in  previous  wars  national 
economy  has  been  guided  by  Washington.  Every  industrial  plant  built  in  the 
United  States  in  these  past  few  years  has  had  to  have  Government  authoriza- 
tion. Scarcely  a  ton  of  steel,  or  copper,  or  aluminum  could  be  fabricated  with- 
out Government  approval. 

These  controls  have  now,  for  the  most  part,  been  scrapped.  The 
principle  on  which  reconversion  has  proceeded  as  been  te  abandon- 
ment of  regimentation  by  government.  Freedom  of  enterprise  is 
being  restored  with  such  speed  that  more  than  200  Government  orders 
and  regulations  which  were  in  effect  on  VE-day  were  canceled  before 
VJ-day  and  only  a  few  contorls  of  limited  scope  and  purpose  now  re- 
main. 

But  there  still  is  with  us  the  gigantic  national  debt,  the  debt  which 
was  incurred  to  make  war  production  possible.  It  has  already  ex- 
ceeded $260,000,000,000  and  is  still  climbing,  but  the  national  income 
is  falling  off  because  production  is  falling  off.  The  national  debt  is 
a  mortgage  on  future  production  and  therefore  it  becomes  a  primary 
postwar  objective  to  maintain  production.    It  is  this  simple  fact  that 
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makes  disposal  policy  with  respect  to  these  plants  so  immeasurably 
important.  If  they  are  to  be  regarded  as  war  casualities  and  placed 
under  padlock,  we  shall  inevitably  relapse  mto  the  imsound,  unstable 
condition  in  which  the  war  found  us. 

It  is  unthinkable  that  the  people  who  were  able  to  exceed  even  the 
most  optimitic  goals  in  producing  for  war  will  be  unable  now  to  pro- 
duce for  peace  and  do  it  on  an  unprecedented  scale  in  a  free  economy. 
A  peacetime  civilian  economy  has  use  for  rubber,  for  steel,  for  alumi- 
num, for  petroleum  in  quantities  greater  than  were  ever  before  pro- 
duced save  in  war.  Our  task  is  to  build  that  civilian  economy  on  a 
scale  of  living  higher  than  any  ever  before  attained. 

Every  man  who  is  discharged  from  the  fighting  forces  is  a  man  to 
be  absorbed  in  the  civilian  economy.  In  the  Army  or  the  Navy  he 
is  fed  and  clothed,  as  well  as  armed,  by  the  Government.  Discharged, 
-he  will  feed  and  clothe  himself  provided  we  know  how  to  convert  the 
productive  mechanism  from  war  to  peace  and  keep  it  running.  The 
demobilized  millions  will  be  added  to  the  millions  formerly  employed 
on  war  contracts  and  unless  we  make  the  maximum  use  of  these  plants 
a  crisis  can  easily  develop ;  indeed,  a  crisis  will  develop. 

Between  1939  and  1944,  the  number  of  persons  employed  in  manu- 
facturing increased  in  the  United  States  by  almost  6,500,000  persons. 
During  the  war  as  many  as  2,000,000  learned  how  to  process  the  light 
metals.  The  aluminum  industry  was  expanded  to  seven  times  its 
prewar  capacity,  but  even  with  this  expansion,  90  percent  of  produc- 
tion, according  to  the  report  before  us,  is  under  the  management  of 
the  Aluminum  Co.  of  America.  The  contracts  with  Alcoa  for 
operating  primary  plants  have  been  terminated,  effective  the  31st  of 
this  month,  and  Alcoa,  we  understand,  is  not  interested  in  continuing 
operations  on  a  temporary  short-time  basis.  It  becomes  obvious, 
therefore,  that  prompt  action  is  necessary.  If  the  plants  remain  idle, 
the  working  forces  will  disintegrate  and  the  country  will  be  deprived 
of  the  benefits  of  the  production  and  employment  they  are  potentially 
capable  of  providing.  There  is  reason  to  believe,  from  hearings  of 
the  Senate  Small  Business  Committee  and  from  industry  surveys,  that 
within  a  comparatively  few  years,  as  light  metals  become  more  and 
more  used  in  industry,  the  present  capacity  will  have  to  be  enlarged 
to  supply  the  demand,  and  there  will  be  a  greater  demand  for  domestic 
alumina  made  from  domestic  clays  and  ores.  In  the  immediate  re- 
conversion and  postwar  period,  however,  it  is  estimated  that  only 
part  of  the  present  capacity  can  be  kept  in  operation. 

G0\TERNMENt's  investment  in  aluminum  plants  exceeds  S 7 00,000,000 

More  than  half  of  the  present  production  facilities  are  owned  by 
the  Government.  The  Government  owns  52  plants  for  producing  and 
fabricating  aluminum,  in  addition  to  facilities  in  a  number  of  pri- 
vate plants  comprising  an  investment  of  well  over  $700,000,000.  This 
was  an  investment  of  Government  money.  The  significance  of  the 
Government  investment  is  emphasized  by  the  fact  that  of  all  that  was 

Eut  into  expansion  and  construction,  only  $34,000,000  was  furnished 
y  loans.     The  Government's  investment  exceeded  $700,000,000. 

Plants  for  producing  alumina  from  bauxite  are  located  in  Arkansas 
and  Louisiana.    Sintering  facilities  are  in  Alabama,  Arkansas.  Loui- 
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siana,  and  Illinois.  Experimental  plants  for  making  alumina  from 
clay  and  other  domestic  ores  are  located  in  Oregon,  Utah,  Wyoming, 
and  South  Carolina.  Primary  aluminum  plants  are  in  Washington, 
Oregon,  California,  Arkansas,  New  Jersey,  and  New  York.  Fabri- 
cating plants  are  in  Washington,  California,  Arizona,  Missouri,  Ala- 
bama, Kentucky,  Illinois,  Indiana,  Ohio,  Michigan,  Pennsylvania, 
Maryland,  and  Massachusetts. 

Most  of  these  plants  are  now  closed  down,  and  some  of  them  are 
dismantled.  Those  which  are  in  operation  are  running  at  partial 
•capacity.  The  plants  are  new  and  modern  but  they  were  built  during 
the  war  at  high  costs  and,  for  security  reasons  or  because  of  stringen- 
cies of  power  and  labor,  the  location  and  size  of  some  of  them  are 
not  suitable  for  postwar  competitive  operation.  Some  will  require 
alteration  or  relocation  in  whole  or  in  part,  some  will  be  useful  for 
only  stand-by  defense  purposes.  Others,  and  it  is  to  be  hoped  this 
<;omprises  the  majority,  are  capable  of  immediate  economical  peace- 
time operation. 

The  issue  of  monopoly  versus  competition  is  more  clearly  presented 
in  the  aluminum  industry  than  in  others  in  which  the  Government 
owns  plants.  The  United  States  Circuit  Court  of  Appeals  for  the 
:Second  Circuit,  sitting  in  lieu  of  the  Supreme  Court,  held  on  March 
12,  1945,  that  Alcoa  is  a  monopoly  in  the  production  of  primary 
:aluminum.  The  court  deferred  decision  on  whether  the  company 
must  be  dissolved  until  it  is  determined  whether  effective  competition 
results  from  the  disposal  of  the  Government-owned  plants. 

It  would  seem  that  to  provide  a  healthy  light-metals  industry,  in 
•compliance  with  the  law,  the  Government-owned  plants,  or  at  least 
the  major  part  of  them,  must  be  sold  or  leased  to  competitors  of 
Alcoa  under  conditions  of  equal  opportunity.  This,  however,  is  one 
of  the  questions  which  this  committee  will  examine  as  it  considers 
the  reports — the  surplus  business. 

The  Small  Business  Committee  and  the  Surplus  Property  Board 
in  their  reports  submitted  detailed  recommendations  for  govern- 
mental action.  The  Attorney  General  approves  generally  the  recom- 
mendations of  the  other  two  reports  but  takes  the  position  in  his 
report  to  the  Congress  that  immediate  dissolution  of  Alcoa  is  neces- 
sary for  the  disposition  of  Government-owned  plants  to  achieve  a 
strong  and  healthy  competitive  aluminum  industry.  A  summary  of 
the  recommendations  in  these  reports  has  been  distributed.  I  hope 
that  every  person  who  intends  to  participate  in  this  discussion  has 
received  one  of  these  summaries,  as  it  will  afford  a  basis  for  the  full 
discussion  which  the  committee  hopes  will  take  place. 

We  shall  begin  the  discussion  of  the  reports  first  by  calling  upon 
Mr.  W.  Stuart  Symington,  the  Surplus  Property  Admmistmtor,  and 
later  by  calling  upon  Mr.  McGranery,  the  assistant  to  the  Attorney 
General,  perhaps  today  or  tomorrow,  and  Mr.  Sam  Husbands  of  the 
KFC  who  was  head  of  the  Defense  Plant  Corporation  during  the  war. 

Before  proceeding,  however,  it  would  be  appropriate  to  hear  from 
the  chairman  of  the  Small  Business  Committee  under  which  the  hear- 
ings upon  the  light-metals  industry  were  conducted.  I  therefore  call 
upon  Senator  Murray,  of  Montana,  chairman  of  the  Special  Committee 
to  Study  and  Survey  Problems  of  Small  Business  Enterprises.  Sena- 
tor Murray. 
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Statement  of  Senator  Murray 


Senator  Murray.  Mr.  Chairman,  the  Senate  Small  Business  Com- 
mittee is  glad  to  join  with  the  Military  Affairs  Committee  and  the 
Postwar  Committee  in  this  hearing.  I  want  to  say  first  that  I  am 
fully  in  accord  with  the  views  expressed  in  Senator  O'Mahoney's 
opening  statement. 

The  Senate  Small  Business  Committee  is  particularly  concerned 
with  the  disposal  of  the  Government-owned  plants  so  as  to  provide 
full  employment,  encourage  small  and  independent  business,  and  max- 
imum development  of  the  light-metals  industry  throughout  the  United 
States  under  terms  of  equality  of  opportunity  to  compete,  and  to 
remove  all  handicaps  and  discrimination  against  individuals,  firms, 
localities,  and  regions  of  the  country.  We  want  to  see  quick  action 
to  turn  the  plants  over  to  operators  strong  enough  to  provide  active 
competition  and  to  keep  the  plants  in  operation  without  any  unneces- 
sary curtailments  or  shut-downs  in  the  reconversion  period  which  lies 
immediately  ahead. 

In  the  hearings  which  were  held  by  the  Small  Business  Committee 
in  February,  March,  and  May  of  this  year,  there  was  a  very  full  pres- 
entation of  the  status  of  the  light-metals  industry  and  its  problems. 
The  interim  report  of  the  Surplus  War  Property  Subcommittee  of 
the  Senate  Small  Business  Committee  was  sent  to  all  parties  who  had 
expressed  an  interest  in  the  subject,  with  an  invitation  that  they  sub- 
mit their  comments  and  criticisms.  The  numerous  replies  which  have 
been  received  are  available  for  the  consideration  of  the  joint  com- 
mittee. 

There  can  be  no  doubt  that,  although  difficult  problems  must  be  met 
and  overcome,  the  light-metals  industry  is  facing  a  brilliant  future. 
I  do  not  think  it  is  extravagant  to  hope  that  we  are  in  the  early  period 
of  an  age  of  light  metals  which  will  parallel  the  phenomenal  growth 
of  steel  during  the  last  50  years.  This  will  not  be  at  the  expense  of, 
but  in  connection  with,  the  increasing  use  of  steel  and  other  metals 
and  nonmetallic  materials,  in  an  expansion  of  our  whole  ecenomy  and 
standard  of  living  to  heights  which  we  can  now  only  dimly  foresee. 
This  is  the  goal  which  we  must  strive  for. 

RECOMMENDATIONS  OF  SENATE  SMALL  BUSINESS  COMMITTEE 

The  Small  Business  Committee  interim  report  recommends : 

That  the  Government  adopt  a  unified  light  metals  program  to  pro- 
mote the  maximum  usefulness  of  the  industry  for  production,  employ- 
ment, and  national  defense. 

That  the  Department  of  State  negotiate  with  foreign  countries  hay- 
ing bauxite  deposits,  for  delivery  of  bauxite  to  the  United  States  in 
partial  settlement  of  their  lend-lease  obligations. 

That"  the  bauxite  reserves  of  the  United  States  and  deposits  in  other 
parts  of  the  Western  Hemisphere  and  in  the  islands  and  countries  of 
the  Far  East,  capable  of  supplying  American  industry,  be  fully  ex- 
plored. 

That  a  Government  stock-piling  program  for  the  national  defense, 
which  will  also  be  the  means  of  keeping  aluminum  plants  in  operation 
during  the  reconversion  period,  be  undertaken. 
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That  prices  of  alumina  produced  in  the  Government-owned  plant  in 
Arkansas  be  reduced. 

That  the  oprations  of  the  Government  experimental  plants,  produc- 
ing the  alumma  from  clay  and  domestic  ores,  be  continued. 

That  the  present  duty  on  imported  bauxite  be  repealed  and  that  im- 
port duties  on  aluminum  metal  and  fabricated  aluminum  be  studied  in 
relation  to  the  comparative  costs  of  manufacture  in  Canada  and  the 
United  States. 
j^,^,_^Triiat  a  controlled  program  for  disposition  of  scrap  aluminum,  at  low 
Vv5       buB^ruinouslv  low  prices,  be  adopted. 

That  methods  be  adopted  for  conducting  Government-financed 
research  in  the  light  metals  industry. 

That  engineering  and  economic  investigations  be  made  by  Recon- 
struction Finance  Corporation  to  find  out  what  relocations  and  altera- 
tions of  present  plants  should  be  undertaken. 

That  studies  be  made  of  freight  rates  and  Panama  Canal  tolls,  with 
a  view  to  the  establishment  of  reasonable  and  nondiscriminatory  levels. 

That  electric  power  supply  and  rates  be  investigated  and  measures 
undertaken  to  supply  the  needs  of  the  light  metals  industry  at  ade- 
quately low  charges. 

And,  finally,  we  suggest  that  terms  of  financing  present  plants,  and 
of  sale  or  lease  to  present  and  new  independent  operators,  be  made  on 
a  basis  which  will  provide  equality  of  competitive  opportunity  and 
encourage  full  production  and  employment. 

The  recommendations  of  the  Small  Business  Committee,  like  those 
of  the  Attorney  General  and  the  Surplus  Property  Administration,  are 
aimed  at  getting  action  now.  The  national  security  and  national  wel- 
fare require  that  there  be  no  delays.  It  is  to  be  hoped  that,  with  the 
help  of  the  discussion  and  criticisms  of  these  three  reports  which  we 
will  receive  at  this  hearing,  the  committees  will  be  able  to  recommend 
to  Congress  the  measures  which  should  be  adopted  in  the  public  interest, 
to  assure  permanent  United  States  leadership  in  the  light  metals 
industry. 

Senator  O'Mahoney.  Thank  you,  Senator.  You  and  I  have  not 
succeeded  very  well  in  provoking  any  interruptions.  I  hope  that  Mr. 
Symington  may  be  more  successful  in  that  respect. 

Are  you  ready  to  proceed,  Mr.  Symington? 

Mr.  Symington.  Yes,  sir. 

Senator  O'Mahoney.  Please  give  your  name  and  your  official  posi- 
tion to  the  reporter. 

STATEMENT  OF  W.  STUART  SYMINGTON,  SURPLUS  PROPERTY 

ADMINISTRATOR 

Mr.  Symington.  W.  Stuart  Symington,  Surplus  Property  Admin- 
istrator. 

As  of  September  21,  the  Surplus  Property  Board  submitted  its  final 
report  to  Congress  on  the  disposition  of  aluminum  plants. 

This  report  covers  the  economic  problems  incident  to  the  disposal 
of  the  Government's  investment  in  these  plants  of  over  $700,000,000, 
and  presents  for  the  consideration  of  Congress  a  plan  for  their  dis- 
posal.  This  report  is  a  final  report  to  Congress,  not  an  interim  report. 


Two  other  reports  on  this  problem  have  recently  ^f  ^,  ^^^f  ^ed  by 
other  Government  agencies.  They  are  the  report  ^^  ^he  Atto^^^^^ 
General  to  Congress  as  required  under  section  205  of  the  War  Mobi- 
hzation  and  Reconversion  Act  of  .1944,  and  the  '^^fZ'^l'^C.^^^t 
Surplus  War  Property  Subcommittee  of  the  Special  Senate  Commit- 
tee to  Study  the  Problems  of  American  Small  Business. 

Our  statement  today  will  comment  on  the  recommendations  of  these 
two  reports  as  they  relate  to  the  report  of  the  Surplus  Property  Board, 
and  also  the  actions  taken  by  the  administration,  successor  to  the 

^The  report  of  the  Attorney  General  emphasizes  that  regardless  of 
anv  plans  for  disposition  of  Government-owned  aluminum  plants, 
there  will  be  no  real  assurance  of  competition,  nor  any  atmosphere  in 
which  responsible  operators  will  offer  to  run  aluminum  plants,  unless 
and  until  the  Aluminum  Co.  of  America  is  dissolved  into  a  number  of 
smaller  operating  companies.  ^  ^      -^     x  a       «•  i 

The  dominant  position  of  the  Aluminum  Co.,  its  strong  financial 
resources,  its  excellent  research  and  production  staffs,  and  its  estub- 
lished  market  position,  make  it  difficult  to  obtain  the  interest  of  other 
companies  from  the  standpoint  of  becoming  a  competitor  of  Alcoa. 

Senator  Revercomb.  Mr.  Chairman,  may  I  interrupt  at  that  point  I 

Senator  O'Mahoney.  Yes,  Senator  Revercomb. 

Senator  Revercomb.  Mr.  Symington,  I  understand  from  your  re- 
port that  you  have  made  no  effort  yet  to  dispose  of  any  of  these  plants. 
In  other  words,  you  haven't  offered  any  of  the  plants  in  which  the 
Government  is  interested,  for  sale  to  anyone.   Is  that  correct  i  ^ 

Mr  Symington.  No,  sir;  I  wouldn't  say  that  that  is  correct  because 
a  part  of  any  sale  is  the  trade  incident  to  the  sale;  and  we  have  been 
trving  very  hard  to  get  people.  Senator,  who  would  be  interested  m 
a  purchase  or  lease.    They  know  that  we  want  to  sell  them  or  lease 

Senator  Revercomb.  Have  you  had  any  negotiations  with  the  sale 
of  any  one  for  the  sale  of  any  particular  plant? 

Mr.  Symington.  I  do  not  think  it  is  fair  to  say  we  have  had  nego- 
tiations for  sale,  but  we  have  had  negotiations  for  lease. 

Senator  Revercomb.  You  have  had  negotiations  lor  lease? 

Mr.  Symington.  Yes,  sir.  ,     .   .      o 

Senator  Revercomb.  For  what  length  of  time « 

Mr.  Symington.  Well,  that  has  been  a  subject  for  negotiation.  1 
would  say,  5  years. 

FUNCTION  or  SURPLUS  PROPERTY  ADMINISTRATION  IS  TO  LAY  DOWN 

DISPOSAL  POLICY 

Senator  O'Mahoney.  May  I  interrupt,  Mr.  Symington,  to  say  thut 
the  function  of  the  Surplus  Property  Board,  as  I  understand  it,  is  to 
lay  down  the  policy.  The  Defense  Plant  Corporation,  or  the  Kl^  O, 
is  the  disposal  agency  with  respect  to  plants  of  this  kind,  I  assume ; 

is  that  not  correct?  .         ^  .i         x 

Mr.  Symington.  That  is  correct,  sir.    The  question  of  the  nature 

of  the  sale  or  lease  would  be  so  close  to  policy  that  the  RFC  and  the 

Surplus  Property  Board  have  been  working  closely  together. 
Senator  O'Mahoney.  The  report  which  you  have  laid  before  us  is 

the  outline  of  your  disposal  policy  ? 
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Mr.  Symington.  That  is  correct,  sir. 

Senator  O'Mahoney.  The  problems  of  actual  negotiation  for  lease 
or  sale  will,  I  take  it,  be  discussed  by  Mr.  Husbands.  Mr.  Husbands, 
are  you  not  prepared  to  go  into  that  at  the  proper  time  ? 

Mr.  Husbands.  Yes,  sir. 

Senator  Revercomb.  Let  me  ask  one  further  question :  While  you 
as  the  Administrator,  Mr.  Symington,  would  lay  down  the  policy,  you, 
as  you  say,  work  very  closely,  or  would  work  very  closely,  with  the 
RFC  on  the  matter  of  any  negotiations  for  sale,  wouldn't  you  ? 

Mr.  Symington.  Yes,  sir. 

Senator  Reverco^ib.  Now  the  thought  I  am  trying  to  get  here  is, 
how  can  you  form  a  conclusion  about  whether  or  not  these  plants  can 
be  sold  if  you  haven't  negotiated  for  the  sale  of  them  ?  That  is  the 
thought  I  have.  How  can  you  say  today  that  these  plants  that  the 
Government  will  offer  for  sale  cannot  be  sold  to  some  groups  that  will 
undertake  to  operate  them,  if  you  haven't  tried  to  sell  them? 

Mr.  Symington.  Senator,  1  would  like  to  answer  that  this  way. 
Anybody  who  comes  up  for  a  lease  of  the  plants  we  would  like  to 
sell,  we  would  prefer  to  sell.  Now  again,  as  Senator  O'Mahoney 
pomted  out,  as  far  as  we  are  concerned  we  have  to  talk  policy,  but  it 
IS  our  understanding  that  there  is  nobody  except  Alcoa  who  would  be 
willmg,  and  perhaps  able,  to  buy  these  plants  at  this  time- 

Senator  O'Mahoney.  Have  you  said,  as  the  Senator's  question  might 
imply,  that  the  plants  cannot  be  sold  ? 

Mr.  Symington.  No,  sir. 

Senator  O'Mahoney.  That  has  not  been  said? 
Mr.  Symington.  Never. 

Senator  O'Mahoney.  Has  any  offer  to  purchase  been  made  ? 
Mr.  Symington.  Not  to  my  knowledge.    Mr.  Husbands  would  know 
that  better  than  I  would. 

Senator  O'Mahoney.  Mr.  Husbands,  has  any  offer  of  purchase  ever 
been  made? 
Mr.  Husbands.  No,  sir. 

Senator  Re\^rcomb.  Have  you  sent  out  invitations  to  bid  on  these 
plants  ? 

Mr.  Husbands.  Yes,  sir ;  we  have  advertised  that  we  were  ready  to 
sell  or  lease,  and  we  have  had  no  offers  to  purchase  except  from  Alcoa, 
which  I  think  was  made  to  Mr.  Symington. 

Senator  Mitchell.  I  wonder  if  I  could  ask  the  witness  to  clarify 
the  situation  as  to  what  companies  have  made  definite  offers  and  what 
terms  they  are  seeking? 

Senator  O'Mahoney.  Senator  Mitchell,  I  wonder  if  you  would  per- 
mit Mr.  Husbands  to  answer  that  question  ? 

Senator  Mitchell.  Yes.  I  might  say  this,  Mr.  Chairman,  that  I 
would  like  to  have  a  clear  line  of  delineation  here  between  the  two  I 
think,  as  far  as  I  have  been  able  to  determine,  that  they  are  working 
jointly  on  this  problem.  I  would  like  to  know  whether  thev  are  or 
whether  this  is  a  responsibility  of  the  RFC  ? 

Mr.  HusBAN7)8.  Yes,  sir.  We  have  had  only  one  definite  offer  That 
was  from  the  Reynolds  Metals  Co.  on  a  lease  basis,  on  what  we  speak 
of  as  the  Alcoa-type  contract,  modified. 

Senator  Mitchell.  That  is  somewliat  in  line  with  your  proposal  of 
last  August  s 


Mr.  Husbands.  That  is  correct. 

Senator  Mitchell.  Modified  so  that  the  company  takes  part  of  the 

risk " 

Mr.  Husbands.  That  is  correct;  yes,  sir.  That  is  the  only  definite 
offer  we  have  received.  I  might  say  this,  that  we  did  have  an  offer  3  or 
4  months  ago  from  Mr.  Gallagher's  outfit— I  have  forgotten  the  name 
of  the  company— which  involved  something  to  the  effect  that  the  Gov- 
ernment would  guarantee  to  him  delivery  of  alumina  at  a  certain  price. 

Senator  O'Mahoney.  That  is  the  Columbia  Metals  Co. ;  isn't  it? 

Mr.  Husbands.  Yes,  sir. 

Senator  McClellan.  Mr.  Chairman,  may  I  ask  a  question  in  that 
connection? 

Senator  O'Mahoney.  Senator  McClellan. 

Senator  McClellan.  You  said  you  had  a  definite  offer  from  the 
Reynolds  Metals  Co.  Was  that  for  all  of  the  plants  in  this  program 
of  disposal,  or  for  specific  facilities  ? 

Mr.  Husbands.  I  think  we  ought  to  say  this :  That  we  are  speaking 
of  those  plants  which  we  think  might  be  economically  operated  at 
the  present  time.  Those  are  the  aluminum-reduction  plant  at  Spo- 
kane ;  the  aluminum-reduction  plant  at  Troutdale,  Oreg. ;  the  alumi- 
num-reduction plant  at  Jones  Mills,  Ark. ;  and  the  alumina  plant  at 
Hurricane  Creek.  Those  are  the  four  plants  that  interest  has  been 
expressed  in  up  to  the  present  time. 

Senator  McClellan.  By  the  Reynolds  Metals  Co.  ? 

Mr.  Husbands.  Yes,  sir. 

Senator  O'Mahoney.  Have  you  concluded.  Senator  Mitchell  ? 

Senator  Mitchell.  I  would  like  to  ask  one  more  question.  On  the 
basis  of  that  am  I  to  infer  that  the  complete  responsibility  for  the 
disposal  rests  with  the  RFC  ? 

Mr.  Husbands.  No,  sif.  Under  the  directive  of  the  Surplus  Prop- 
erty Administrator  all  aluminum  plants  costing  over  $500,000  must 
be  also  approved  by  the  Administrator. 

Senator  Mitchell.  That  is  all. 

Senator  O'Mahoney.  You  may  proceed,  Mr.  Symington. 

antitrust  questions  are  for  attorney  general  to  decide 

Mr.  Symington.  It  is  not  the  business  of  the  Surplus  Property  Ad- 
ministration, however,  to  decide  whether  Alcoa  should  be  dissolved, 
or  whether  changes  should  be  made  in  its  structure  and  methods  of 
operation.  These  are  questions  which  have  to  do  with  the  enforce- 
ment of  the  antitrust  lawsj  as  decided  by  the  courts. 

The  Attorney  General  controls  all  antitrust  litigation.  He  decides 
Avhat  steps  must  be  taken  to  correct  violations  of  the  law.  Our  report, 
therefore,  did  not  include  any  recommendations  about  this  problem. 

The  court  of  appeals  in  New  York  did  not  state  it  was  the  duty  of 
the  Surplus  Property  Board  to  reach  any  decision  about  dissolving 
Alcoa,  or  enforcing  the  antitrust  laws.  It  did  indicate,  however,  that 
it  was  the  duty  of  the  Board  to  dispose  of  these  aluminum  plants  in 
accordance  with  the  objectives  of  the  Surplus  Property  Act;  and  sug- 
gested that  in  doing  so  the  Surplus  Property  Board  seek  to  accomplish 
the  same  objectives  to  which  the  court  was  committed. 

Senator  Wherry.  You  said  that  you  had  definite  offers  from  Alcoa 
for  some  of  these  plants  ? 
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« ,^i*- Symington.  Senator,  I  don't  know  exactly  what  you  would  call 
"definite." 

Senator  Wherry.  That  was  your  testimony. 

Mr.  Symington.  They  expressed  an  interest  in  the  plants.  I  would 
rather  pass  that  one  to  Mr.  Husbands. 

Senator  Wherry.  Have  you  had,  Mr.  Husbands,  some  definite  offers 
by  Alcoa  for  some  of  these  reduction  plants  ? 

xi-^^i"^^^^^^?^^®-  -*■  ^^  ^^^"S  to  have  to  pass  the  buck  on  that  because 
the  offer,  I  think,  was  made  to  Mr.  Symington. 

Mr  Symington.  It  depends  on  what  you  would  call  "definite." 
Could  I  read  the  record  as  we  put  it  into  the  report? 

Senator  Wherry.  Yes.  I  didn't  mean  to  interrupt  you.  What  I 
meant  was,  m  the  event  you  have  had  definite  offers  by  Alcoa— then, 
according  to  your  recommendations  in  your  report,  carrying  out  the 
purposes  of  the  report,  you  would  offer  these  plants  to  competitors  of 
Alcoa  first.    That  is  right,  isn't  it  ? 

Mr.  Symington.  Yes,  sir. 

question  raised  as  to  whether  plants  can  be  sold  to  ALCOA  UNDER 

ATTORNEY  GENERAL's  DECISION 

Senator  Wherry.  What  I  want  to  know  is.  If  you  have  had  those 
dehnite  offers,  and  no  competitors  have  offered  to  take  these  plants, 
have  you  then  had  any  negotiations  with  Alcoa  as  to  sales  to  them? 

Mr.  Symington.  I  have  had  no  negotiations 

Senator  Wherry  (interposing).  Well,  who  would  have? 

Mr.  Symington.  Could  I  go  along  with  that  thought  first? 

Senator  Wherry.  Fine. 

Mr.  Symington.  We  have  one  company  which  is  interested  in  ob- 
taining the  plants  in  which  Alcoa  is  interested. 

Senator  Wherry.  Let  me  ask  you  a  pointed  question.  In  the  event 
that  no  competitor  offers  to  buy  these  plants,  is  it  going  to  be  your 
policy  to  sell  these  plants  to  Alcoa  on  the  definite  offers  they  have 
made,  or  are  you  going  to  withhold  that  and  attempt  to  sell  them 
through  some  other  method  or  policy  than  you  have  referred  to  in 
your  report  ? 

Mr.  Symington.  It  is  our  understanding,  sir.  that  we  cannot  sell 
the  plants  to  Alcoa,  as  the  result  of  a  decision  of  the  Attorney  General. 

Senator  Wherry.  What  decision  ? 

Mr.  Symington.  I  will  have  to  apply  for  a  little  legal  aid  on  that. 

Senator  O'Mahoney.  Mr.  McGranery,  the  assistant  to  the  Attorney 
General,  can  refer  to  the  decision  of  the  circuit  court  of  appeals. 

Senator  Wherry.  Then  Mr.  McGranery  will  answer  that  question 
for  nie— IS  that  right  ?  Have  you  based  this  report  of  yours  on  your 
own  investigation  of  facts,  or  are  you  basing  it  on  somebody  else's 
facts  ? 

Mr.  Symington.  Well,  it  would  seem  to  me  that  the  question  of 
whether  or  not  you  could  sell  the  plant  would  not  be  one  of  fact.  It 
would  be  whether  the  Attorney  General  said  we  could,  or  not.  Here 
is  our  general  counsel,  Mr.  Cox,  who  might  answer  that ;  I  am  not  a 
lawyer. 

Senator  Wherry.  What  that  means  is  this:  That  if  you  have  a 
definite  offer  from  Alcoa,  and  in  the  event  a  competitor  doesn't  show 


up,  you  wouldn't  sell  the  plant  to  Alcoa  until  you  were  advised  that 
you  could  by  the  Attorney  General  ? 

Mr.  Symington.  That  is  right,  sir. 

Senator  O'Mahoney.  Mr.  Cox,  do  you  have  a  copy  of  the  decisions 
of  the  United  States  circuit  court  of  appeals  ? 

Mr.  McGranery.  We  have  one,  Mr.  Chairman. 

Senator  O'Mahoney.  Well,  I  think  that  it  would  be  appropriate  to 
quote  from  that  decision.    There  is  a  quotation  in  the  report,  is  there 

not? 

Senator  Wherry.  Not  in  his  report.  I  am  perfectly  willing  to  let 
this  go  until  Mr.  McGranery  comes  up,  if  that  is  for  him  to  handle.  It 
is  all  right  with  me.  If  the  policy  of  the  Administrator  is  to  put  it 
up  to  the  Attorney  General's  office,  that  is  what  you  are  going  to  be 
governed  by  and  you  are  not  going  to  accept  that  responsibility? 

Mr.  Symington.  I  understand  that. 

Mr.  McGranery.  As  part  of  the  opinion  of  the  Circuit  Court  of 
Appeals  for  the  Second  Circuit,  it  is  stated 

Senator  O'Mahoney.  In  other  words,  what  you  are  referring  to 
now  is  not  the  opinion  of  the  Attorney  General  or  the  opinion  of  the 
KFC,  or  the  opinion  of  the  Surplus  Property  Administrator,  but  it  is 
the  opinion  of  the  court? 

Mr.  McGranery.  The  Circuit  Court  of  Appeals  for  the  Second 
Circuit. 

Senator  O'Mahoney.  Will  you  read  that  into  the  record? 

Senator  Wherry.  Before  he  does  that  I  would  like  to  ask  this 
question :  Where,  in  that  opinion,  do  you  get  the  basis  for  advising 
the  Surplus  Property  Administrator  not  to  sell  one  of  these  plants  to 
Alcoa  in  the  event  a  competitor  has  not  made  an  offer  for  the  plant? 

Mr.  McGranery.  Eight  here,  sir.    [Keading :] 

Finally,  no  disposal  agency 


Senator  Wherry  (interposing).  Will  you  give  me  the  page  of  the 
opinion,  and  the  section,  so  that  I  can  check  it? 

Mr.  McGranery.  It  is  page  1254,  about  midway  down  the  page, 
Senator.  It  is  the  case  of  United  States  v.  Aluminum  Company  of 
America  et  al. 

Senator  O'Mahoney.  Decided  when? 

Mr.  McGranery.  Argued  January  2,  3,  and  4,  1945,  and  decided 
March  12, 1945. 

It  states  here : 

Finally,  no  disposal  agency  shall  even  begin  negotiations  to  sell  a  plant  which 
has  cost  over  a  million  dollars  without  advising  the  Attorney  General  of  the 
probable  terms  or  conditions  of  the  sale;  and  he  in  turn  must  tell  the  agency 
whether  the  proposed  disposition  will  violate  the  antitrust  laws.  The  act  must 
not  be  read  to  impair,  amend,  or  modify  those  laws,  or  to  prevent  their  applica- 
tion to  purchasers  of  surplus  property. 

In  view  of  these  declarations  of  the  purpose  of  Congress,  the  agency  which 
the  Board  designated  to  dispose  of  the  plaintiff's  aluminum  plants  and  facilities 
may  well  believe  that  it  cannot  do  so  without  some  plan  or  design  for  the  indus- 
try as  a  whole  some  comprehensive  model  which  shall,  so  far  as  practicable,  re- 
establish free  independent  private  enterprise,  discourage  monopoly,  strengthen 
small  competitors,  foster  independents  and  not  foster  monopoly  or  restraint  of 
trade.  If  it  should  find  this  method  desirable,  it  would  have  to  learn  what 
purchasers  were  in  the  market,  how  strong  they  were,  what  units  they  could 
finance  and  operate,  and  in  what  position  they  would  be  to  compete. 
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In  such  a  model  or  design  the  agency  wouhl  have  to  assign  a  place  to  Alcoa, 
and  that  place  no  one  of  course  can  now  anticipate.  Conceivably  Alcoa  might 
be  left  as  it  was;  perhaps  it  might  have  to  be  dissolved;  if  dissolved,  the  dis- 
solution would  depend  upon  how  the  other  plants  were  distributed.  If  the 
agency  should  find  it  wise  to  proceed  in  this  way,  it  may  succeed  in  inducing 
Alcoa  to  f^ccept  the  place  assigned  to  it,  particularly  if  the  plan  has  not  been 
prepared  ^x  parte.  If  it  does  not  succeed,  then,  but  then  only,  will  it  be  appro- 
priate for  the  district  court  to  act.  We  do  not  of  course  mean  that  in  deciding 
whether  to  dissolve  Alcoa,  or  how  to  do  it,  that  court  must  be  governed  by  any 
plan  which  the  agency  may  have  devised,  if  it  does  devise  one.  But,  plan  or 
no  plan,  it  must  wait  until  it  learns  what  the  agency  has  in  fact  done.  More- 
over, if  the  agency  does  form  a  plan,  it  will  have  been  an  attempt  to  realize  the 
same  objectives  for  which  the  court  itself  must  strive ;  and  the  court  may  well 
feel  that  it  should  accord  to  the  agency's  plan  that  presumptive  validity  which 
courts  are  properly  coming  more  and  more  to  recognize  in  the  decisions  of 
specialized  tribunals.  Nothing  which  we  now  say  ought  in  any  measure  to  limit 
the  discretion  of  the  agency  to  proceed  in  this  way.  Therefore  we  shall  merely 
reverse  the  judgment,  so  far  as  it  held  that  Alcoa  was  not  monopolizing  the 
ingot  market,  and  remand  the  case  to  the  district  court. 

From  what  we  have  already  said,  we  must  deny  the  plaintiff's  prayer  that 
those  shareholders  who  own  shares  in  both  Alcoa  and  Limited,  shall  dispose  of  one 
or  the  other.  Since  we  have  affirmed  all  the  findings  as  to  unlawful  practices 
except  the  price  squeeze,  again  it  follows  that  no  injunction  will  go  to  these. 

I  think  that  is  far  enough,  as  it  gets  into  the  question  of  price  there. 

In  other  words,  Senator,  there  is  no  plan.  In  answer  to  your  ques- 
tion, if  there  were  no  other  bidders  but  Alcoa  we  would  have  to  go 
right  back  to  the  second  circuit  and  say,  "Here  is  our  plan ;  can  Alcoa 
acquire  it,  or  can't  they?" 

Senator  Wherry.  And  as  I  get  the  procedure,  the  Surplus  Property 
Administrator,  if  he  had  to  sell  a  plant  costing  over  a  million  dollars, 
would  go  to  the  Attorney  General  and  the  Attorney  General  would 
be  asked  as  to  whether  or  not  he  should  sell  the  plant  in  view  of  his 
policy — and  then  what  does  the  Attorney  General  do? 

Mr.  MoGranery.  Alcoa  can  go  in,  or  we  can,  and  ask  the  second  cir- 
cuit, "Here  is  our  plan :  can  Alcoa  acquire  these  properties ;  will  she 
be  a  monopoly  if  they  are  acquired  ? " 

Senator  Wherry.  The  same  thing  would  be  true  with  respect  to 
Keynolds  ? 

Mr.  McGranery.  Well,  Eeynolds  was  not  before  the  court. 

Senator  Wherry.  Well,  you  are  developing  a  policy;  this  plan  is 
going  to  sell  these  plants.  Now  what  I  want  to  know  is  this — and  it 
seems  to  me  that  it  is  wholly  within  the  realm  of  the  Attorney 
General — if  and  when  no  competitor  offers  to  buy,  are  you  going  to  tell 
the  Surplus  Property  Administrator  that  he  can't  sell  it  to  Alcoa  be- 
cause of  what  you  read  from  that  opinion? 

Mr.  McGranery.  We  wouldn't  say  he  couldn't  sell  it  to  Alcoa,  but 
w^e  would  go  right  to  the  court  and  say,  "Here  is  our  plan ;  does  this 
come  within  the  purview  of  the  court's  ruling?" 

Senator  Wherry.  Just  what  is  your  plan,  briefly  ?  Are  you  going 
to  give  your  plan  when  you  testify  ? 

Mr.  IVIcGranery.  No ;  we  have  no  plan. 

SENATOR  o'mAHONEY  EXPLAINS  POLICY  AS  INVOLVING  A  BETTER  ECONOMY 
UNDER  FREE  ENTERPRISE  WITHOUT  MONOPOLY 

-  Senator  O'Mahoney.  Senator  Wherry,  may  I  interrupt  to  say  that 
in  order  to  clear  up  this  situation  it  should  be  borne  in  mind  first  of 
all  that  Congress,  in  passing  the  Surplus  Property  Act,  clearly  stated 


what  it  believed  the  policy  should  be,  and  that  policy  was  to  support 
and  reestablish  the  competitive  system.  Secondly,  Congress  directed 
the  Attorney  General  to  make  a  report  to  Congress  as  to  the  effect  of 
any  action  upon  the  competitive  system,  upon  little  business,  and  upon 
the  concentration  of  economic  power. 

Now  as  I  see  it,  in  compliance  with  this  directive— to  use  the  modern 
word— of  Congress,  both  the  Surplus  Property  Administration  and 
the  Attorney  General  have  made  their  reports  to  us.  We  are  now 
reviewing  those  reports.  So  that  we  should  not,  it  seems  to  me,  ap- 
proach this  from  the  point  of  view  of  a  fixed  purpose. 

The  Attorney  General  has  recommended  the  dissolution  of  Alcoa. 
Perhaps  Congress  may  come  to  the  conclusion  that  Alcoa  should  not 
be  dissolved.  We  can  determine  that  only  upon  the  facts.  Now  that 
was  the  position  which  the  circuit  court  of  appeals  took.  It  declined 
to  order  the  dissolution  of  Alcoa  in  this  case,  decided  last  March, 
although  it  found  that  Alcoa  was  a  monopoly,  because  it  was  unable 
to  foresee  what  the  effect  would  be  upon  the  whole  situation  of  the 
disposal  of  the  plants. 

I  find  this  sentence  in  the  decision  under  the  heading,  "The 
remedies" : 

Dissolution  [meaning  the  dissolution  of  Alcoa]  is  not  a  penalty,  but  a  remedy ; 
if  the  industry  will  not  need  it  for  its  protection,  it  will  be  a  disservice  to  break 
up  an  aggregation  which  has  for  so  long  demonstrated  its  efficiency.  The  need 
for  such  a  remedy  will  be  for  the  district  court  in  the  first  instance,  and  there 
is  a  peculiar  propriety  in  our  saying  nothing  to  control  its  decision,  because 
the  appeal  from  any  judgment  which  it  may  enter,  will  perhaps  be  justiciable 
only  by  the  Supreme  Court,  if  there  are  then  six  Justices  qualified  to  sit. 

If  ever  there  was  a  time  when  the  phrase  that  Grover  Cleveland 
made  famous,  is  applicable,  I  think  it  is  here.  He  said,  "We  are 
facing  a  condition  and  not  a  theory."  Now  the  theory  of  Congress 
has  been  that  we  can  get  a  better  economy  and  more  prosperity  under 
the  free  enterprise  system,  without  monopoly.  The  court  has  observed 
that  because  of  the  tremendous  expansion  of  the  aluminum  industry 
by  Government  investment,  conditions  have  been  created  which  will 
enable  the  Government  through  its  disposal  agencies  to  restore  com- 
petition in  this  industry;  and  what  we  are  doing  here,  as  I  see  it, 
is  to  gather  the  facts  as  best  we  can  to  determine,  in  the  last  analysis, 
what  is  best  for  all  the  people  in  the  United  States. 

I  might  point  out,  since  Alcoa  is  so  important  an  element  in  this 
discussion,  that  the  greatest  benefit  which  was  ever  extended  to  the 
petroleum  industry  was,  I  think,  the  decision  of  the  Supreme  Court 
which  ordered  the  dissolution  of  the  old  Standard  Oil  trust.  When 
that  old  Standard  Oil  Co.  was  broken  up  into  its  various  units,  each 
of  the  units,  because  there  was  freedom  of  enterprise,  became  more 
powerful  and  a  better  employer  of  labor,  a  better  purveyor  of  busi- 
ness, than  the  original  company  was. 

So  that  that,  I  take  it,  may  be  what  the  Court  had  in  mind  when 
it  was  saying,  even  to  Alcoa,  that  dissolution  is  not  necessarily  a  pen- 
alty but  a  remedy,  and  it  may  be  a  very  beneficial  remedy. 

Senator  Wherry.  May  I  say  a  word,  Mr.  Chairman? 

Senator  O'Mahoney.  Certainly. 

Senator  Wherry.  I  think  1  understand  the  explanation  given  by 
Senator  O'Mahoney.  I  believe  that  the  Small  Business  Committee  put 
in  about  as  much  time  hearing  the  evidence  on  all  phases  of  this  ques- 
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tion  as  any  committee  we  have  in  the  Senate,  and  I  attended  most,  if 
not  all,  of  those  meetings.  I  am  interested  in  the  private  enterprise 
system,  intensely  interested,  and  that  is  the  reason  I  asked  the  ques- 
tion, and  I  think  the  record  ought  to  be  straight  here.  I  am  a  member 
of  the  Small  Business  Committee  and  I  have  seen  its  report.  I  can 
wholeheartedly  go  along  with  all  of  that  report  because  I  am  satisfied 
that  we  gave  an  exhaustive  study  as  to  the  monopoly  here  of  Alcoa 
and  of  the  Kevnolds  people.  We  didn't  find  any  monopoly  in  the 
control  of  bauxite,  we  didn't  find  any  monopoly  in  the  control  of  the 
water  power  of  this  country ;  we  didn  t  find  any  control,  either  by  Alcoa 
or  Reynolds,  of  alumina,  and  the  only  place  where  there  was  any  ques- 
tion of  monopoly  was  in  the  primary  aluminum,  and  it  was  upon  that 
opinion,  then,  that  they  were  to  go  in  and  find  out  if  it  would  be  a 
disservice  whether  or  not  Alcoa  would  be  permitted  to  come  in  and  buy. 

I  am  perfectly  willing,  and  want  the  chairman  and  everybody  here 
to  know  that  I  don't  want  any  monopoly— I  certainly  do  not— but  we 
get  back  to  the  point  of  whether  we  are  going  to  subsidize  business 
to  go  in  or  whether  we  are  not ;  and  that  is  what  it  amounts  to. 

I  just  wanted  to  know,  in  your  opinion,  Mr.  Symington,  or  upon 
the  advice  of  the  Attorney  General,  in  the  event  a  competing  com- 
pany, say  Reynolds  or  anybody  else  that  came  in,  did  not  make  an 
offer,  just  how  you  would  be  guided  in  the  sale  of  one  of  these  plants. 
You  have  told  me  the  Attorney  General  also  stated  what  they  were 
going  to  do,  and  I  think  we  understand  it,  and  I  want  to  thank  you 

for  it. 

Mr.  Symington.  Thank  you,  sir. 

Senator  O'Mahoney.  Proceed. 

Mr.  Symington.  The  Court  then  pointed  out  that  it  was  necessary 
to  postpone  any  decision  on  the  question  of  dissolution  until  the  Sur- 
plus Property  Board  had  worked  out  a  plan  for  disposing  of  these 
Government-owned  plants. 

EFFORTS  LOOK  TO  SALE  OF  PLANTS  TO  ALCOA's  RIVALS  AS  MATTER  OF  DUTY 

UNDER  ACT  OF  CONGRESS 

The  Surplus  Propjerty  Administration  is  trying  to  dispose  in  ac- 
cordance with  the  objectives  of  the  act. 

Once  the  plants  have  been  disposed  of,  the  job  of  the  Administra- 
tion is  done;  and  the  question  of  what  happens  in  this  litigation  will 
be  decided  by  the  Court. 

We  are  trying  to  sell  or  lease  these  aluminum  plants  to  competitors 
of  Alcoa,  believing  this  our  duty  under  the  act. 

This  should  be  done  as  quickly  as  possible,  in  order  that  the  plants 
can  be  working  at  the  earliest  possible  time.  It  would  be  unfortunate 
if  the  disposition  of  the  plants  had  to  wait  on  the  disposition  of  the 

lawsuit. 

The  Attorney  General  recommends  that  the  Surplus  Property  Board 
be  guided  by  the  necessity  of  creating  competition  in  the  production  of 
aluminum. 

This  is  our  prime  objective.  We  make  all  other  objectives  subser- 
vient to  it ;  and  therefore  the  Administration  has  canceled  the  Govern- 
ment leases  of  ingot  plants  with  Alcoa,  has  actively  negotiated  with 
other  companies,  and  is  trying  to  arrange  with  these  other  companies 
suitable  terms  for  lease  or  sale. 


Our  report  to  the  Congress  recommended  priorities  in  plant  dis- 
posal which  would  give  first  preference  to  competitors  of  Alcoa,  and 
second  preference  to  Alcoa,  only  provided  the  Attorney  General  was 
satisfied  any  terms  conferred  no  competitive  advantage  to  Alcoa. 

ADMITS  CONFUSION  OVER  WHAT  TO  DO  IF  ALCOa's  COMPETITORS  FAIL  TO 

MAKE  AN  OFFER 

The  Surplus  Property  Administration  now  faces  the  practical  ques- 
tion of  what  shall  be  done  with  any  of  the  facilities  if  no  competitor 
to  Alcoa  offers  to  take  over  said  facilities  except  under  terms  of  out- 
right subsidy,  with  a  guaranty  against  all  loss.  Frankly,  we  do  not 
yet  know  how  to  meet  this  problem,  although  the  Attorney  General's 
report  would  indicate  that  leases  should  be  arranged,  even  if  on  un- 
favorable financial  terms  to  the  Government. 

Senator  Mitchell.  Of  course,  you  do  have  an  offer  now  from  Alcoa, 
which  offers  to  assume  the  risk;  is  that  not  true? 

Mr.  Symington.  I  don't  think  we  have  one,  Senator,  from  a  com- 
pany— again  I  would  defer  to  Mr.  Husbands — that  offers  to  assume 
all  the  risk. 

Mr.  Husbands.  No,  we  have  not. 

Senator  Mitchell.  Or  to  assume  some  portion  of  the  risk — is  that 
the  situation? 

Mr.  Husbands.  I  think  they  proposed  to  lease  the  plant  provided 
the  Government  will  guarantee  them  alumina  at  some  set  price,  the 
rental  to  be  set  at  so  much  per  pound  of  alumina,  but  that  rental  to 
be . 

Senator  Mitchell  (interposing).  Don't  they,  in  their  offer,  seek  to 
purchase  the  alumina  plant,  too? 

Mr.  Husbands.  No,  sir;  it  is  not  a  purchase,  it  is  a  lease. 

Senator  Mitchell.  I  mean  to  say  lease.  Don't  they  want  to  lease 
the  Hurricane  Creek  alumina  plant  together  with  the  reduction  plants  ? 

Mr.  Husbands.  Yes,  sir. 

Senator  Mitchell.  And  they  assume  that  they  can  produce  alumina 
at  a  certain  cost  ? 

Mr.  Husbands.  I  think  I  should  get  this  over.  Senator,  before  we 
go  further  into  the  details  on  this,  because  I  think  we  ought  to  discuss 
that  at  length.  I  know  you  are  referring  to  the  Columbia  Metals. 
That  is  correct,  isn't  it  ? 

Senator  Mitchell.  No. 

Mr.  Husbands.  To  whom  are  you  referring? 

Senator  Mitchell.  Reynolds. 

Mr.  Husbands.  I  have  got  their  offer  before  me,  if  you  would  like 
to  go  into  that  now. 

Senator  Mitchell.  Mr.  Chairman,  I  don't  want  to  interpose 
here 

Senator  O'Mahoney  (interposing).  I  think  it  would  be  more  ap- 
propriate to  go  into  that  a  little  later. 

Senator  Revercomb.  Mr.  Chairman,  let  me  ask  a  question. 

Senator  O'Mahoney.  Yes,  Senator. 

Senator  Revercomb.  I  am  impressed  here  that  you  have  more  or  less 
laid  down  the  policy  of  leasing,  rather  than  sale.    Is  that  correct? 

Mr.  Husbands.  No,  sir ;  we  will  do  either,  but  we  have  had  no  offers 
to  purchase,  no  interest  in  purchasing  by  anyone. 
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SENATOR  bailey's  BILL  TO  BAR  COMMERCIAL  OPERATION  BY  GOVERNMENT 

AGENCY 

Senator  O'Mahoney.  I  think  perhaps  it  would  be  appropriate  to 
point  out  here  that  there  has  been  introduced  in  the  Senate,  and  re- 
ferred to  the  Committee  on  Military  Affairs,  and  by  that  committee  to 
the  Committee  on  Surplus  Property,  S.  1475,  a  bill  by  Senator  Bailey, 
of  North  Carolina,  to  amend  section  15  of  the  Surplus  Property  Act 
of  1944.  This  bill  deals  with  the  precise  question  that  has  been  raised 
by  these  interrogations.  The  new  language  which  Senator  Bailey's 
bill  proposes  reads  as  follows : 

Nothing  contained  in  this  Act  shall  be  deemed  to  authorize:  (1)  the  commer- 
cial operation  by  any  Government  agency  of  any  plant  declared  to  be  surplus 
property;  or  (2)  the  disposal  of  any  such  plant  on  terms  which  directly  or 
indirectly  obligate  the  United  States  or  any  Government  agency  to  pay  losses 
resulting  from,  or  otherwise  to  subsdize,  the  commercial  operation  of  such  plant. 

It  is  the  understanding  of  the  chairman  that  the  RFC,  for  purposes 
of  the  war,  was  authorized  to  make  subsidy  contracts,  to  make  contracts 
by  which  the  Government  assumed  the  losses.  I  understand  that  in- 
quiry has  been  made  of  the  Surplus  Property  Administration  as  to 
whether  in  the  opinion  of  its  legal  counsel  the  Surplus  Property  Act 
authorizes  the  Surplus  Property  Administration  or  any  of  the  disposal 
agencies  to  make  such  contracts  as  were  made  by  Defense  Plant  or  RFC. 

Can  you  answer  that,  Mr.  Cox  ? 

Mr.  Cox.  It  is  my  present  view  that  the  Surplus  Property  Act  does 
not  authorize  the  Surplus  Property  Administration  or  any  disposal 
agency  to  make  any  direct  money  payment  by  way  of  subsidy,  or  to 
make  up  an  operating  deficit.  I  think  it  might  authorize  you — in  fact 
I  think  it  probably  does — to  make  a  lease  agreement  whereby  your 
rentals  and  other  payments  went  up  and  down,  depending  upon  how 
much  money  the  man  made,  or  where  money  lost  in  one  year  might  be 
credited  against  rent  in  another.  But  that  is  quite  a  different  thing 
from  a  direct  money  payment,  which  would,  of  course,  involve  the  use 
of  appropriated  funds  and  therefore  raises  a  completely  different  set 
of  questions.  As  to  the  RFC  Act,  I  would  prefer  to  have  Mr.  Goodloe 
speak  as  to  that,  but  I  understand  he  has  reached  substantially  the 
same  conclusion  under  that  statute. 

Senator  O'Mahoney.  Mr.  Husbands,  have  any  of  the  proposals  or 
suggestions  for  proposals  which  have  been  submitted  to  you  or  your 
staff  involved  any  such  assumption  of  loss  by  the  Government? 

offer  of  REYNOLDS  METALS  CO.  DESCRIBED 

Mr.  Husbands.  Well,  the  offer  of  the  Reynolds  Metals  Co.  in  sub- 
stance was  this.  Senator — I  will  brief  it  if  you  like — ^that  they  lease 
the  plants  for  a  period  of  5  years.  By  "plants"  I  am  referring  to  the 
four  plants  I  mentioned  a  moment  ago.  For  the  first  year  the  Govern- 
ment would  stand  all  the  loss  in  operations,  if  any,  and  the  profits  would 
be  divided,  in  this  manner:  First,  the  Government  would  get  the 
depreciation  on  that  portion  of  the  plant  used.  Then  the  Government 
would  get  85  percent  of  the  profits,  and  Reynolds  would  get  15  percent 
before  income  taxes.  They  proposed  that  the  Government  guarantee  to 
buy  the  aluminum  produced  by  these  plants,  85  percent  of  their  capaci- 


ties, at  14  cents  for  pig  and  15  cents  for  ingot,  and  also  that  the  Govern- 
ment shall  negotiate  the  power  contracts. 

Senator  Re\t:rcomb.  Mr.  Chairman,  may  1  ask  a  question  at  this 
point,  of  Mr.  Husbands  ? 

Senator  O'Mahoney.  Yes. 

Senator  Revercomb.  Mr.  Husbands,  that  offer  means  virtually  the 
Government  in  business  and  operating  the  plants,  does  it  not  ? 

Mr.  Husbands.  The  Government  guarantees  them  against  loss. 

Senator  Revercomb.  Yes;  and  that  is  hardly  a  stimulation  of  free 
independent  enterprise,  is  it? 

Mr.  Husbands.  Well,  as  I  see  it,  Senator,  that  which  you  have  ai*e 
some  aluminum  plants  that  you  cannot  get  industry  to  undertake  to 
operate.  It  is  merely  a  question  of  whether  there  shall  be  a  trial 
period  in  which  industry,  other  than  Alcoa,  comes  in  to  compete ;  and 
in  view  of  the  situation  as  it  exists,  with  big  stock  piles  of  aluminum  on 
hand  at  the  present  time,  and  uncertain  markets,  we  have  found  no 
industry  which  was  willing  to  go  in  on  a  clean  lease  and  take  it  for 
better  or  for  worse. 

Senator  O'Mahoney.  Mr.  Caskie,  did  you  want  to  make  a  remark  ? 

Mr.  Caskie.  I  don't  agree  with  Mr.  Husbands.  The  proposal  sub- 
mitted by  Reynolds  assumes  very  great  risk — 15  percent  of  the  loss 
and  never  more  than  15  percent  of  the  profits.  Those  losses  can  be  very 
substantial. 

Mr.  Husbands.  I  should  have  said  that  after  the  first  year  Reynolds 
did  agiee  to  stand  15  percent  of  the  losses. 

Senator  O'Mahoney.  As  we  proceed  no  doubt  these  various  things 
will  be  analyzed. 

Senator  Wherry.  Doesn't  that  offer  go  on  and  permit  the  leasing 
company  to  purchase  the  plant  on  an  earnings  basis,  after  a  certain 
showing  for  a  number  of  years  ? 

Mr.  Husbands.  No,  sir ;  their  offer  provides  that  at  the  end  of  1  year 
they  shall  be  allowed  to  negotiate  for  the  lease  of  the  plant  on  a  com- 
mercial basis,  not  a  purchase. 

Senator  Wherry.  There  is  no  place  in  the  contract,  or  no  offer  has 
been  made  where,  after  being  on  a  lease  basis  for  perhaps  1,  2,  or  3 
years,  the  worth  of  the  plant  is  to  be  determined  upon  its  earnings,  and 
then  the  leasing  company  would  have  the  right  to  buy  it? 

Mr.  Husbands.  No  sir. 

Mr.  Caskie.  It  is  perfectly  agreeable  to  Reynolds  to  have  such  a 
provision. 

Senator  Wherry.  I  understand  from  our  Small  Business  hearings 
that  such  a  proposition  has  been  made  and  that  was  under  considera- 
tion,  and  I  wondered  if  it  was  part  of  this  offer  ? 

Mr.  Husbands.  No. 

Senator  Mitchell.  Didn't  the  RFC  think  that,  by  operation  of  the 
plant  over  a  period  of  years,  and  by  a  determination  as  to  what  the 
real  market  would  be,  then  you  could  reach  a  real  figure  as  to  the  value 
of  the  plant  ? 

Mr.  Husbands.  That  is  true  on  a  great  number  of  our  plants,  sir. 

Senator  Mitchell.  You  can't  set  a  definite  figure  now  and  know  that 
that  is  going  to  be  the  value  of  the  plant  5  years  from  now  ? 

Mr.  Husbands.  That  is  true.  We  have  leased  over  a  hundred  plants 
on  what  we  call  a  temporary  basis,  to  give  the  operator  a  chance  to 
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determine  what  he  can  do  with  the  plant,  and  the  rent  is  comparatively 
small.  Now  there  is  no  case  where  we  guarantee  anyone  against  loss, 
you  understand  that,  .but  we  have  leased  plants  on  a  trial  basis,  so  to 

Senator  Wherry.  Are  those  plants  mostly  fabricating  plants  ? 

Mr.  Husbands.  Well,  they  are  various  kinds  of  plants.  I  am  not  re- 
ferring to  aluminum  plants,  I  am  referring  to  plants  generally. 

Senator  Wherry.  But  it  isn't  your  policy  now  to  effect  a  sale  at  the 
end  of  that  period  on  the  basis  of  the  earnings  of  the  plant? 

Mr.  Husbands.  That  would  be  our  policy ;  yes. 

Senator  Wherry.  That  will  be  your  policy? 

Mr.  Husbands.  Absolutely. 

Senator  Wherry.  Then  don't  you  find  yourself  in  this  position: 
You  might  take  the  Keynolds  Co.  and  they  would  produce  an  out- 
standing result,  and  you  would  have  a  high  valuation  at  the  end  of 
the  period  ? 

Mr.  Husbands.  That  is  true.  ,  .  ,    ,  m 

Senator  Wherry.  Or,  you  might  take  a  company  which,  because  of 
mismanagement  and  maladministration,  or  this  or  that  or  the  other 
thing,  produced  a  totally  different  picture  way  below  the  value  ot  the 
plant.    How  are  you  going  to  be  guided  in  that  event  ? 

Mr.  Husbands.  I  think  Mr.  Symington,  in  his  report,  makes  the 
recommendation  that  if  this  method  of  leasing  is  adopted  then  we 
should  be  careful  to  pick  those  who  apparently  are  capable,  m  a 
metallurgical  line,  and  of  proven  ability. 

Senator  Wherry.  Are  there  any  in  the  field  now  that  you  feel  have 
the  ability  to  do  it  on  that  basis,  who  might  not  be  interested  m  an 
outright  sale  of  these  plants  and  be  what  we  call  competitors  m  the 
field  of  private  enterprise?  .        o.      i^-       o 

Mr.  Husbands.  I  might  say  that  we  had  the  American  bmeltmg  & 
Kefining  interested  in  these  plants  until  recently,  but  they  have  backed 
up  on  us. 

Senator  Wherry.  Why  ? 

Mr  Husbands.  They  say  they  would  not  care  to  have  any  part  of  a 
subsidy,  for  one  reason ;  and  another  is  that  they  are  too  large  for 
them.  The  Olin  Corp.  was  interested  until  recently  and  they  have 
now  backed  out  of  the  picture. 

Senator  Wherry.  Why  did  they  back  out? 

Mr.  Husbands.  I  think  Mr.  Symington  can  answer  that  question ; 

he  talked  with  them.  ,  n    ^     \  -    .^.'      tt 

Senator  Wherry.  What  I  am  trying  to  find  out  is  this :  Here  you 
have  got  the  Olin  Co.,  and  I  heard  about  this  other  company,  figuring 
on  going  into  business  on  a  free-enterprise  basis,  and  now  they  have 
backed  down.    I  would  like  to  know  why.  .     ,     .  x    i:^r. 

Senator  O'Mahoney.  Senator,  may  I  suggest,  m  the  interest  of  the 
orderly  development  of  this  hearing,  that  a  discussion  of  the  precise 
proposals  might  better  await  the  development  of  Mr.  Symington's 
comments  upon  the  report? 

(Discussion  off  the  record.) 

Senator  O'Mahoney.  Proceed,  Mr.  Symington. 

Mr.  Symington.  If  Congress  would  authorize,  or  refuse  to  au- 
thorize, the  Reconstruction  Finance  Corporation  to  subsidize  new 


aluminum  producers,  such  action  would  help  by  determining  how  far 
the  Government  can  go  in  any  disposal  contracts. 

A  related  problem  arises  in  those  fields  of  fabrication  where  there 
is  now  some  competition  to  Alcoa ;  and  where  Alcoa  appears  willing 
to  acquire  Government  facilities.  If  Alcoa  can  use  the  properties  in 
question,  can  provide  additional  employment,  and  can  furnish  the 
Government  suitable  financial  terms,  a  question  arises  as  to  the  point 
at  which  monopoly  is  created. 

As  we  see  it,  this  issue  should  be  decided  by  the  Attorney  General 
under  section  20  of  the  Surplus  Property  Act. 

Finally,  in  our  effort  to  obtain  competition,  we  are  faced  with  pro- 
posals made  by  organizations  which  do  not  appear  to  have  responsible 
financial  backing,  or  adequate  technical  staffs,  or  production  and 
marketing  organizations  capable  of  operating  an  aluminum  business 
successfully.  Because  we  wish  to  assure  a  steady  operation  of  the 
plants,  it  appears  unwise  to  entertain  offers  from  individuals  or  firms 
who  do  not  have  adequate  resources  or  experience. 


BA.UXITB 


The  Attorney  General  recommends  a  complete  survey  be  made  of 
available  bauxite  resources  in  this  country.  This  is  not  within  our 
jurisdiction,  but  we  believe  continued  exploration  of  domestic  baux- 
ite reserves  should  be  encouraged,  and  the  Bureau  of  Mines  granted 
sufficient  funds  for  this  purpose. 

The  Attorney  General  recommends  a  thorough  engineering  and  cost 
analysis ;  this  in  order  to  determine  what  will  be  the  costs  of  producing 
alumina  at  Government-owned  plants  when  utilizing  available  grades 
of  domestic  bauxite. 

Such  cost  data  are  now  available,  based  on  wartime  performance. 

In  addition,  we  have  recommended  an  engineering  survey  by  the 
Reconstruction  Finance  Corporation  as  to  costs  of  operation  at  rela- 
tively low  levels  in  relation  to  plant  capacity ;  and  RFC  is  now  under- 
taking such  a  survey. 

Senator  Mitchell.  When  will  that  survey  be  completed  ? 

Mr.  Husbands.  I  think  very  shortly,  sir.  They  have  been  on  it  a 
couple  of  months ;  that  is  being  made  by  Dorr  &  Co. 

Senator  Mitchell.  I  ask  that  question  in  relation  to  the  present 
operation  of  the  plants  by  Alcoa.  As  I  understand  it,  they  will  get 
out  of  the  plants  on  the  1st  of  November. 

Mr.  Husbands.  That  is  correct. 

Senator  MncHELL.  Will  that  information  be  available  so  you  can' 
use  it  in  reaching  a  conclusion  through  negotiations  by  that  time  ? 

Mr.  Husbands.  I  would  think  we  would  be  able  to  discuss  with  Dorr 
&  Co. — their  formal  reports  will  probably  not  be  prepared — ^but  in  an 
advisory  capacity  I  think  we  would  probably  be  able  to  get  all  the 
information  that  we  need. 

Senator  Mitchell.  Do  you  think  you  will  reach  a  conclusion  on  ne- 
gotiations for  the  lease  of  the  plants  by  the  time  Alcoa  leaves  the 
plants? 

Mr.  Husbands.  It  depends  upon  the  action  here  as  to  the  policies 
which  Mr.  Symington 
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Senator  Mitchell  (interposing).  Of  course,  the  policy  on  leasing 
does  not  have  to  be  acted  upon  by  Congress,  does  it  ? 

Mr.  Husbands.  I  think  on  the  question  of  a  subsidy,  we  should  have 
guidance  on  that  point,  sir. 

Senator  Wherry.  You  mean  subsidy  arising  from  rentals? 

Mr.  Husbands.  I  mean  this  guaranty  of  losses. 

Senator  Wherry.  From  losses  ? 

Mr.  Husbands.  If  there  is  a  loss. 

Senator  Revercomb.  You  say  you  will  need  guidance  on  it.  You 
will  also  need  authority,  will  you  not  ? 

Mr.  Husbands.  I  will  have  to  ask  our  counsel  to  answer  that  ques- 
tion. 

Senator  McClellan.  May  I  ask  a  question  ? 

Senator  O'Mahoney.  Yes,  Senator  McClellan. , 

Senator  McClellan.  Have  you  already  predetermined  that  if  Con- 
gress does  not  take  affirmative  action  to  prevent  this  policy  from 
going  into  effect,  you  are  ready  to  accept  the  proposition  made  by  the 
Reynolds  Metals  Co.?     Have  you  already  predetermined  that? 

Mr.  Husbands.  That  will  be  up  to  Mr.  Symington  as  a  matter  of 
policy. 

Senator  McClellan.  Has  that  been  determined  yet  ? 

Mr.  Husbands.  No,  sir. 

Senator  O'Mahoney.  Proceed,  Mr.  Symington. 

Mr.  Symington.  The  Attorney  General  recommends  that  the  Gov- 
ernment stock  pile  of  bauxite  be  made  available  to  independent  pro- 
ducers for  use  in  operating  the  Hurricane  Creek  alumina  plant.  The 
Surplus  Property  Board  has  requested  that  the  Metals  Reserve  stock 
pile  be  withheld  from  declaration  as  surplus  and  be  offered  to  the  Hur- 
ricane Creek  operator  to  whatever  extent  is  necessary  to  supplement 
Arkansas,  or  other,  domestic  production. 

POWER 

The  Attorney  General  recommends  that  power  surveys  be  made 
immediately,  in  order  to  determine  what  arrangements  are  possible 
to  assure  the  cheapest  supply  of  electric  energy.  Our  report  has  called 
attention  to  the  inflexibility  of  power  contracts  in  the  Pacific  North- 
west and  the  Tennessee  Valley,  and  has  suggested  that  Congress  may 
wish  to  consider  a  modification  of  the  laws  which  prevent  Federal 
agencies  from  disposing  of  power  on  competitive  terms  to  possible 
operators  of  Government  aluminum  plants. 

Senator  Mitchell.  Mr.  Chairman. 

Senator  O'Mahoney.  Senator  Mitchell. 

Senator  Mitchell.  On  that  point,  I  wonder  if  you  plan  to  go  into 
these  problems  with  the  agencies  at  a  later  time,  or  should  we  discuss 
that  now  ?  I  would  like  to  discuss  the  Columbia  Valley  power  rate  at 
some  time  during  the  hearings. 

Senator  O'Mahoney.  That  is  an  integral  part  of  this  problem,  and 
it  will  be  brought  out,  of  course. 

Senator  Mitchell.  You  would  rather  not  go  into  it  now? 

Senator  O'Mahoney.  I  think  not. 

Mr.  Symington.  May  I  proceed.  Senator  ? 

Senator  O'Mahoney.  Please. 


PLANT  LOCATIONS 

Mr.  Symington.  The  Attorney  General  suggests  studies  as  to  the 
possibility  of  relocating  various  plants,  with  special  emphasis  on  mov- 
ing fabricating  facilities  nearer  to  ingot  facilities;  also  whether  it 
would  be  feasible  to  cut  down  the  size  of  the  larger  Government-owned 
plants. 

In  its  report,  the  Surplus  Property  Board  recommended  three  poli- 
cies, namely : 

1.  Engineering  investigations  to  be  made  by  the  Reconstruction  Finance  Corpo- 
ration to  determine  what  changes  are  needed  in  plants  to  improve  disposability 
and  to  recover  the  largest  amount  of  the  Government's  investment.  The  RFC 
could  finance  these  changes  provided  the  costs  appear  to  be  recoverable. 

2.  Valuations  of  plants  for  sales  and  rental  terms  for  lease  to  be  adjusted  by 
the  RFC  to  reflect  earning  value,  based  on  actual  or  prospective  ability  of  the 
plant  to  compete  with  Alcoa  and  Alted  in  shipping  products  to  common  markets. 

3.  Equipment  to  be  moved  to  better  locations  at  Government  expense,  provided 
costs  appear  to  be  recoverable. 

SENATE  SMALL  BUSINESS  COMMITTEE  REPORT  ON  LIGHT  METALS 

The  interim  report  on  the  future  of  light  metals  submitted  by  the 
Surplus  War  Property  Subcommittee  of  the  Senate  Small  Business 
Committee  is  based  on  extensive  hearings  of  the  problems  of  the  light 
metals  industry,  and  strikes  us  as  being  a  very  good  report. 

While  we  agree  in  the  main  with  its  approach  to  the  aluminum 
proljlem,  however  in  many  of  its  recommendations  it  would  seem 
there  is  assumption  of  certain  authority  and  powers  for  the  Surplus 
Property  Administration  which  the  administration  does  not  have. 

We  are  not  criticizing  these  recommendations  on  their  merits.  Our 
point  is  only  that  in  a  number  of  cases,  the  subcommittee  has  recom- 
mended we  adopt  policies  outside  the  scope  of  our  authority. 

For  example:  The  report  recommends  that  the  Surplus  Property 
Administration  request  the  Department  of  State  to  make  arrange- 
ments to  give  American  producers  access  to  bauxite  reserves  on  land 
taken  from  Japan,  and  that  we  call  upon  the  Department  of  the  In- 
terior to  make  accurate  surveys  of  bauxite  reserves  all  over  the  Vorld. 
Of  course,  we  can  make  requests,  we  ali-eady  have  to  the  State  Depart- 
ment and  FEA  relative  to  exploring  the  question  of  foreign  bauxite 
for  American  aluminum  producers ;  but  this  agency  has  no  authority 
to  coordinate  or  control  the  activities  of  other  Government  agencies  in 
fields  other  than  surplus  disposal. 

SOME  RECOMMENDATIONS  LOOK  TO  IN>^STIGATI0NS  OUTSIDE  AUTHORITY  OF 

SURPLUS  PROPERTY  ADMINISTRATION 

The  report  recommends  that  we  study  and  report  to  Congress  recom- 
mendations for  methods  to  be  adopted  in  conducting  Government- 
financed  research  relative  to  the  uses,  processes,  and  markets  for  light 
metals,  and  that  we  do  the  same  with  respect  to  methods  by  which 
Government  laboratories,  and  public  and  private  educational  and 
research  institutions,  might  be  employed  to  demonstrate  processes 
and  uses  of  light  metals. 

We  agree  these  might  be  useful  investigations,  but  have  not  the 
authority  to  conduct  them. 

The  report  of  the  Senate  Small  Business  Committee  also  recom- 
mends that  we  study  freight  rates  with  the  assistance  of  the  Intei-state 
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Commerce  Commission ;  that  we  call  upon  carriers  to  make  changes 
in  rates  so  as  to  eliminate  discrimination  and  excessive  charges ;  that 
we  investigate  Panama  Canal  tolls  on  bauxite;  and  that  we  study 
electric  power  costs  and  rates  with  the  aid  of  the  Federal  Power  Com- 
mission. 

It  is  our  opinion  that  any  activities  of  this  kind  would  be  beyond 
the  scope  of  our  authority. 

The  Surplus  Property  Act  authorizes  us  to  provide  for  the  care  and 
handring  and  disposition  of  surplus  property,  and  for  the  transfer  of 
surplus  property  between  Government  agencies.  This  is  the  extent  of 
our  authority.  To  do  a  good  job  in  this  restricted  field  will  take  all 
of  our  time  and  effort.  We  should  not  attempt  to  handle  further 
matters,  even  though  they  may  be  closely  related  to  the  problems  of 
surplus  disposition.  We  feel  there  are  other  Government  agencies 
and  departments  better  equipped  to  undertake  the  kind  of  tasks  re- 
ferred to. 

Nevertheless,  in  our  report,  and  through  subsequent  actions,  we 
have  recommended,  or  taken  steps  to  carry  out,  the  following  sugges- 
tions of  the  subcommittee's  report : 

1.  We  have  proposed  a  unified  program  for  the  Government-owned  aluminum 
plants.  This  program  is  stated  in  detail  in  our  report  to  Congress,  as  of  Septem- 
ber 21. 

2.  We  have  asked  the  State  Department  and  the  FEA  to  explore  the  problems 
involved  in  negotiating  with  those  foreign  nations  who  might  make  bauxite  avail- 
able to  American  producers. 

3.  We  wish  to  cooperate  with  the  Government  stockpile-procurement  agency 
in  coordinating  stockpile  acquisitions  of  bauxite  and  aluminum  with  possible 
Government  purchases  of  output  that  would  help  in  operation  of  Government- 
owned  plants. 

4.  We  propose  to  use  the  Government-owned  stockpile  of  bauxite  at  Hurricane 
Creek  as  an  aid  in  the  operation  of  the  alumina  plant,  and  would  assist  any 
prospective  new  aluminum  producer  through  joint  discussions  with  other  Federal 
agencies  on  various  means  of  securing  access  to  foreign  bauxite. 

5.  We  propose  to  offer  the  Hurricane  Creek  alumina  plant  to  competitors  of 
Alcoa  on  terms  that  should  make  it  possible  to  sell  alumina  to  others  on  a  com- 
petitive-price basis. 

6.  We  recommend  that  the  four  small  semicommercial  alumina  plants  be  kept 
in  production  until  they  have  had  time  to  demonstrate  the  feasibility  of  the 
processes.  These  will  then  be  turned  over  to  the  operators,  and  those  not  accepted 
will  be  turned  over  to  the  Bureau  of  Mines  for  exi)erimental  work. 

7.  We  have  recommended  in  our  report  a  comprehensive  plan  for  dealing  with 
the  problem  of  secondary  and  scrap  aluminum  that  is  in  agreement  with  the 
objectives  of  the  Senate  subcommittee's  recommendation. 

8.  We  have  set  forth  an  order  of  priorities  of  disposal  for  plants  which  seemfe 
consistent  with  the  desires  of  the  subcommittee. 

May  we  now  comment  on  questions  that  have  been  raised  by  in- 
terested persons  in  Arkansas  and  the  State  of  Washington,  urging 
that  certain  plants  be  now  again  leased  to  Alcoa,  in  order  to  help 
employment  in  the  local  areas  concerned. 

PRIME  OBJECTrVE  OF  SURPLUS  AC5T  IS  OVER-ALL  NATIONAL  EMPLOYMENT 

The  Surplus  Property  Act  places  employment  as  one  of  its  prime 
objectives.  This  means  over-all  national  employment,  however,  not 
employment  in  one  area,  created  at  the  expense  of  a  reduction  in  jobs 
in  another  area.  If  we  were  to  turn  over  to  Alcoa  the  plants  in  ques- 
tion— Hurricane  Creek,  Jones  Mills,  and  Spokane — ^that  action  would 
make  impossible  the  carrying  out  of  the  program  submitted  in  our 
report  to  Congress. 


Nor  would  we  actually  be  creating  any  new  employment,  rather  we 
would  be  promoting  employment  in  certain  States,  at  the  expense  of 
employment  in  other  States. 

Alcoa  proposed  to  operate  the  Government  plants  at  the  same  aver- 
age rate  as  its  own  plants.  ,  -D  J-     xr  n 

At  present  Alcoa  has  cut  back  its  own  production  at  Badm,  ^^-i 
and  Alcoa,  Tenn.,  and  has  canceled  power  contracts  with  the  TVA, 

to  be  effective  later  this  year.  ,     .  ^^^^     -n  u 

It  is  estimated  that  Alcoa's  idle  capacity  at  the  end  of  1945  will  be 
between  300  and  400  million  pounds  of  primary  metal,  with  corre- 
sponding amounts  of  idle  alumina  capacity  in  the  plants  at  East  bt. 

Louis  and  Mobile.  . ,      ,      ^        * ,  i  -,  i_ 

If  the  Government  had  accepted  Alcoa's  offer,  Alcoa  would  have 
had  to  produce  aluminum  and  alumina  in  the  Government  plants,  and 
correspondingly  reduce  production  further  in  their  own  plants.  We 
cannot  construe  the  Surplus  Property  Act  to  authorize  a  policy  that 
promotes  employment  in  Hurricane  Creek,  or  Jones  Mills,  and  throws 
men  out  of  work  at  Massena,  or  Niagara  Falls,  or  Badin,  or  Alcoa, 
Tenn.,  or  Mobile,  or  East  St.  Louis.  The  act  is  a  national  law  for 
the  national  interest.  It  should  be  carried  out  in  order  to  promote 
a  new  national  gain  in  employment. 

At  the  end  of  August  the  Surplus  Property  Board  was  contronted 
with  whether  to  cancel  the  Alcoa  lease  in  order  to  encourage  new  com- 
petitors, or  whether  to  leave  the  lease  in  effect  until  1948  and  1949, 
thereby  blocking  new  competition. 

ALCOA  ASKED  TO  CONTINUE  PRODUCTION  UNTIL  NEW  OPERATORS  COULD  TAKE 

CHARGE 

The  Board  did  not  want  to  throw  men  but  of  work  for  even  a  short 
time  by  canceling  any  leases  and,  therefore,  asked  Alcoa  to  continue 
operations  under  a  revised  contract  that  would  permit  us  to  cancel 
as  soon  as  new  operators  were  ready.  i   i         i?        ^i, 

Alcoa  refused  this  proposal.  Therefore  we  canceled,  to  free  the 
Government's  hands. 

Our  position  in  the  report  to  Congress  is  that  if  we  bring  new  pro- 
ducers in  the  industry,  we  will  increase  total  employment  and  total 
production  beyond  what  Alcoa  would  provide  if  it  continued  to  main- 
tain its  dominant  present  position.  ^ 

Therefore,  it  is  to  the  interest  of  both  the  localities  where  the  Cjov- 
ernment  plants  are  located,  and  to  all  other  sections  of  the  country, 
that  new  producers  enter  the  aluminum  business  as  rapidly  as  possible. 

Today,  the  amount  of  available  aluminum  on  hand  is  already  many 
times  the  total  consumption  in  the  best  prewar  year.  Unless  a  very 
large  amount  of  present  aluminum  capacity  is  to  lie  idle  permanently, 
a  new  industry  demand  in  peacetime,  comparable  to  that  of  the  air- 
plane industry  in  wartime,  must  be  found. 

In  our  opinion,  the  only  industry  now  capable  of  replacing  the 
plane  demand  would  be  the  automobile  industry ;  and  possibly  because 
of  its  previous  history  with  aluminum,  but,  in  any  case,  it  is  our  belief 
that  that  industry  will  never  adopt  aluminum  in  major  fashion  until 
(1)  it  has  a  price  based  on  competition  and  (2)  it  has  at  least  two 

sources  of  supply. 

Such  competition  will  create  lower  prices,  therefore  greater  demand, 
therefore  greater  production,  and  therefore  greater  employment. 
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That  is  the  heart  of  the  program  we  have  submitted  to  Congress. 
Thank  you,  Mr.  Chairman. 
Senator  Hayden.  Mr.  Chairman. 
Senator  O'Mahoney.  Senator  Hayden. 

*'aT  what  point  does  monopoly  begin  ?"  SENATOR  HAYDEN  ASKS 

Senator  Hayden.  I  would  like  to  ascertain,  if  I  can,  at  just  what 
point  you  think  the  monopoly  exists.  It  does  not  exist  in  the  produc- 
tion of  bauxite  or  clay.  There  is  no  monopoly  there.  Does  the  mo- 
nopoly exist,  or  did  it  prior  to  the  war,  in  the  plants  that  convert 
bauxite  into  alumina? 

Mr.  Symington.  As  I  understand  it,  sir,  the  court  decided  that  the 
monopoly  condition  existed  in  pig  aluminum. 

Senator  Hayden.  Ingot? 

Mr.  Symington.  That  is  right,  sir. 

Senator  Hayden.  Then  anything  that  the  court  has  found  that  was 
prohibiting  you  from  acting  because  of  the  monopoly  conditions,  ap- 
plied to  that  segment  of  the  industry  only  ? 

Mr.  Symington.  It  would  seem  so,  sir. 

Senator  Hayden.  There  is  nothing  in  the  law  to  prevent  your  or- 
ganization from  disposing  of  a  fabricating  plant  to  the  Aluminum  Co. 
of  America,  if  you  so  desired  ? 

Senator  O'Mahoney.  May  I  interrupt  here  to  say,  Senator  Hayden, 
that  of  course,  in  any  industry — let's  forget  aluminum  and  Alcoa — 
but  if  in  any  industry  one  unit  controls  a  major  portion  of  one  segment 
of  the  industry,  and  then  acquires  control  of  other  segments  of  the 
industry  in  which,  perhaps,  there  may  have  been  no  hint  of  monopoly 
in  the  past,  nevertheless  the  j-esult  of  that  acquisition  in  the  new  field 
by  the  controlling  unit  would  be  only  a  step  in  promoting  the  expan- 
sion of  monopoly  to  the  whole  industry. 

Senator  Hayden.  I  thoroughly  agree  with  the  chairman,  but  I  am 
thinking  about  the  copper  industry.  There  was  no  monopoly  in  the 
production  of  copper.  Various  competing  companies  produced  cop- 
per and  normally  sold  it  on  the  market,  and  the  price  of  copper  varied 
from  10  cents  a  pound  to  25  cents  a  pound,  according  to  supply  and 
demand.  Certain  producers  of  copper,  such  as  Anaconda,  developed 
fabricating  plants  which  they  owned  or  controlled.  Again,  the  prod- 
ucts of  those  fabricating  plants  were  sold  in  the  open  market,  and 
I  have  never  heard  that  there  was  any  antitrust  action  contemplated 
against  a  copper  mining  company  because  it  owned  a  fabricating  plant. 

If  all  the  copper  mines  in  the  United  States  were  controlled  by  one 
company,  or  if  only  one  company  was  producing  copper — if  there 
was  just  one — I  think  the  finding  is  correct  that  the  metal  itself  had 
the  monopoly,  just  as  it  was  in  the  Aluminum  Co.  before  the  war. 

What  I  am  trying  to  find  out  is,  as  a  matter  of  law,  if  the  court  found 
that  the  monopoly  existed  in* the  production  of  ingot,  do  you  have 
authority,  by  law,  to  sell  a  fabricating  plant,  if  you  so  desire?  Is 
there  any  prohibition  against  your  doing  it?  I  am  not  talking  about 
the  desirability  of  it,  but  about  the  legal  right  to  dispose  of  a  fabricat- 
ing plant. 

Mr.  Symington.  I  think  it  would  depend  upon  the  decision  of  the 
Attorney  General  in  that  case,  provided  the  plant  itself  cost  more 
than  $5,000,000. 


Senator  Hayden.  If  it  cost  more  than  $5,000,000,  then  what  ?  You 
must  report  it  to  Congress  or  obtain  the  approval  of  the  Attorney 

General  ? 
Mr.  Symington.^  Obtain  the  approval  of  the  Attorney  General. 

SECTIONS   2,   19,  AND   2  0   OF  SURPLUS  PROPERTY  ACT  INSERTED  IN  RECORD 

Senator  O'Mahoney.  I  shall  ask  that  there  be  put  into  the  record 
at  this  point  sections  2, 19,  and  20  of  the  Surplus  Property  Act  of  1944. 

(Sees.  2,  19,  and  20  of  the  Surplus  Property  Act  of  1944  are  as 

follows:) 

Sec.  2.  The  Congress  hereby  declares  that  the  objectives  of  this  Act  are  to 
facilitate  and  regulate  the  orderly  disposal  of  surplus  property  so  as— 

(a)  to  assure  the  most  effective  use  of  such  property  for  war  purposes 
and  the  common  defense ; 

(b)  to  give  maximum  aid  in  the  reestablishment  of  a  peacetime  economy 
of  free  independent  private  enterprise,  the  development  of  the  maximum  of 
independent  operators  in  trade,  industry,  and  agriculture,  and  to  stimulate 
full  employment; 

(c)  to  facilitate  the  transition  of  enterprises  from  wartime  to  peace- 
time production  and  of  individuals  from  wartime  to  peacetime  employment ; 

(d)  to  discourage  monopolistic  practices  and  to  strengthen  and  preserve 
the  competitive  position  of  small  business  concerns  in  an  economy  of  free 
enterprise ; 

(e)  to  foster  and  to  render  more  secure  family-type  farming  as  the  tradi- 
tional and  desirable  pattern  of  American  agriculture; 

(f)  to  afford  returning  veterans  an  opportunity  to  establish  themselves 
as  proprietors  of  agricultural,  business,  and  professional  enterprises ; 

(g)  to  encourage  and  foster  post-war  employment  opportunities; 

(h)  to  assure  the  sale  of  surplus  property  in.  such  quantities  and  on  such 
terms  as  will  discourage  disposal  to  speculators  or  for  speculative  purposes; 

(i)  to  establish  and  develop  foreign  markets  and  promote  mutually  advan- 
tageous economic  relations  between  the  United  States  and  other  countries 
by  the  orderly  disposition  of  surplus  property  in  other  countries ; 

(j)  to  avoid  dislocations  of  the  domestic  economy  and  of  international 
economic  relations ; 

(k)  to  foster  the  wide  distribution  of  surplus  commodities  to  consumers 
at  fair  prices; 

(1)  to  effect  broad  and  equitable  distribution  of  surplus  property ; 

(m)  to  achieve  the  prompt  and  full  utilization  of  surplus  property  at  fair 
prices  to  the  consumer  through  disposal  at  home  and  abroad  with  due  regard 
for  the  protection  of  free  markets  and  competitive  prices  from  dislocation 
resulting  from   uncontrolled  dumping; 

(n)  to  utilize  normal  channels  of  trade  and  commerce  to  the  extent  con- 
sistent with  efficient  and  economic  distribution  and  the  promotion  of  the 
general  objectives  of  this  act  (without  discriminating  against  the  establish- 
ment of  new  enterprises)  ; 

(o)  to  promote  production,  employment  of  labor,  and  utilization  of  the 
productive  capacity  and  the  natural  and  agricultural  resources  of  the 
country ; 

(p)  to  foster  the  development  of  new  independent  enterprise; 

(q)  to  prevent  insofar  as  possible  unusual  and  excessive  profits  being 
made  out  of  surplus  property; 

(r)  to  dispose  of  surplus  property  as  promptly  as  feasible  without  fostering 
monouply  or  restraint  of  trade,  or  unduly  disturbing  the  economy,  or  en- 
couraging hoarding  of  such  property,  and  to  facilitate  prompt  redistribution 
of  such  property  to  consumers; 

(s)  to  dispose  of  surplus  Government-owned  transportation  facilities  and 
equipment  in  such  manner  as  to  promote  an  adequate  and  economical  national 
transportation  system;  and 

(t)  except  as  otherwise  provided,  to  obtain  for  the  Government,  as  nearly 
as  possible,  the  fair  value  of  surplus  property  upon  its  disposition. 
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Sec.  19.  (a)  The  Board,  in  cooperation  witli  the  various  disposal  agencies,  shall 
prepare  and  submit  to  the  Congress  within  three  months  after  enactment  of  this 
Act,  a  report  as  to  each  of  the  following  classes  of  surplus  property  (not  includ- 
ing any  plant  which  cost  the  Government  less  than  $5,000,000)  ;  (1)  aluminum 
plants  and  facilities;  (2)  magnesium  plants  and  facilities;  (3)  synthetic  rubber 
plants  and  facilities;  (4)  chemical  plants  and  facilities;  (5)  aviation  gasoline 
plants  and  facilities;  (6)  iron  and  steel  plants  and  facilities ;  (7)  pipe  lines  and 
facilities  used  for  transporting  oil;  (8)  patents,  processes,  techniques,  and 
inventions,  except  such  as  are  necessary  to  the  operation  of  the  plants  and 
facilities  herein  listed ;  (9)  aircraft  plants  and  facilities  and  aircraft  and  aircraft 
parts;  (10)  shipyards  and  facilities;  (11)  transportation  facilities;  and  (12) 
radio  and  electrical  equipment: 

(A)  Describing  the  amount,  cost,  and  location  of  the  property  and  setting 
forth  other  descriptive  information  relative  to  the  use  of  the  property ; 

(B)  Outlining  the  economic  problems  that  may  be  created  by  disposition  of 
the  property; 

(C)  Setting  forth  a  plan  or  program  for  the  care  and  handling,  disposition, 
and  use  of  the  property  consistent  with  the  policies  and  objectives  set  forth  in 
this  Act. 

(b)  In  the  event  that  it  is  not  jK'Ssible  within  such  period  to  prepare  and 
submit  a  complete  report  to  the  Congress  as  to  any  class  of  property,  the  Board 
shall  submit  an  interim  report  three  months  after  the  enactment  of  this  Act, 
and  shall  submit  a  complete  report  as  soon  thereafter  as  possible.  If  the  Board 
determines  that  it  is  desirable  to  alter  or  change  any  such  plan  or  program  or 
to  prepare  a  report  on  any  other  class  of  property,  it  shall  prepare  in  accordance 
with  the  provisions  of  this  subsection  and  submit  to  the  Congress  an  additional 
report,  setting  forth  the  altered  or  changed  plan  or  program  or  a  plan  or  program 
relating  to  the  new  class  of  property. 

(c)  Whenever  the  Board  may  deem  it  to  be  in  the  interest  of  the  objectives 
of  this  Act  it  may  authorize  the  disposition  of  any  surplus  property  listed  in 
classes  9  to  12,  inclusive,  of  subsection  (a)  of  this  section.  With  respect  to  the 
property  listed  in  classes  1  to  8,  inclusive,  no  disposition  shall  be  made  or  author- 
ized until  thirty  days  after  such  report  (or  additional  report)  has  been  made 
while  Congress  is  in  session,  except  that  the  Board  may  authorize  any  disposal 
agency  to  lease  any  such  property  for  a  term  of  not  more  than  five  years. 

(d)  The  Board  may  authorize  any  disposal  agency  to  dispose  of  any  materials 
or  equipment  related  to  any  surplus  plant  covered  by  this  section,  if  such  mate- 
rials and  equipment  are  not  necessary  for  the  operation  of  the  plant  in  thg 
manner  for  which  it  is  designed. 

(e)  This  section  shall  not  apply  to  any  Government-owned  equipment,  struc- 
ture, or  other  property  operated  as  an  integral  part  of  a  privately  owned  plant 
and  not  capable  of  economic  operation  as  a  separate  and  independent  unit. 

Sec.  20.  Whenever  any  disiwsal  agency  shall  begin  negotiations  for  the  dis- 
position to  private  interests  of  a  plant  or  plants  or  other  proi)erty,  which  cost 
the  Government  $1,000,000  or  more,  or  of  patents,  processes,  techniques,  or  inven- 
tions, irrespective  of  cost,  the  disposal  agency  shall  promptly  notify  the  Attorney 
General  of  the  proiwsed  disposition  and  the  probable  terms  or  conditions  thereof. 
Within  a  reasonable  time,  in  no  event  to  exceed  ninety  days  after  receiving  such 
notification,  the  Attorney  General  shall  advise  the  Board  and  the  disposal  agency 
whether,  in  his  opinion,  the  proposed  disposition  will  violate  the  antitrust  laws. 
Upon  the  request  of  the  Attorney  General,  the  Board  or  other  Government  agency 
shall  furnish  or  cause  to  be  furnished  such  information  as  it  may  possess  which 
the  Attorney  General  determines  to  be  appropriate  or  necessary  to  enable  him 
to  give  the  advice  called  for  by  this  section  or  to  determine  whether  any  other 
disposition  of  surplus  property  violates  the  antitrust  laws.  Nothing  in  this  Act 
shall  impair,  amend,  or  modify  the  antitrust  laws  or  limit  and  prevent  their 
application  to  persons  who  buy  or  otherwise  acquire  property  under  the  provi- 
sions of  this  Act.  As  used  in  this  section,  the  term  "antitrust  laws"  includes 
the  Act  of  July  2,  1890  (ch.  647,  26  Stat.  209),  as  amended;  the  Act  of  October 
15,  1914  (ch.  323,  38  Stat.  730),  as  amended:  the  Federal  Trade  Commission 
Act;  and  the  Act  of  August  27,  1894  (ch.  349,  sees.  73,  74,  28  Stat.  570)  as 
amended.  ' 

Senator  O'Mattoney  (contimiiri.fir).  These  sections  contain  the  lan- 
giiage  which  the  Snrphis  Property  Board  and  the  other  disposal  agen- 
cies must  follow.    They  have  already  received  their  orders  from  Con- 


gress, and  in  connection  with  this  particular  pomt  it  is  well  to  bear  in 
mind  that  they  have  been  instructed  to  submit  a  positive  program — 

to  give  maximum  aid  in  the  reestablishment  of  a  peacetime  economy  of  free, 
independent  private  enterprise,  the  development  of  the  maximum  of  independent 
operators  in  trade,  industry,  and  agriculture,  and  to  stimulate  full  employment. 

In  other  words,  the  Surplus  Property  Administration  would  not  be 
carrying  out  the  instructions  of  Congress  unless  it  brought  to  us  a 
suggestion,  the  object  of  which  was  to  stimulate  the  development  of 
the  maximum  number  of  independent  operators.  That  is  what  we  told 
them  to  do'. 

Now,  whether  or  not  they  can  do  it,  that  may  be  an  altogether  differ- 
ent question.  I  assume  that  the  Aluminum  Co.  of  America  may  have 
something  to  say  about  that  before  these  hearings  are  over. 

MONOPOLY  EXISTS  IN  INGOT  INDUSTRY 

Senator  Hayden.  Naturally,  whether  the  Aluminum  Co.  of  America 
remains  an  entity  or  whether  it  is  broken  up,  you  have  to  consider  how 
best  to  dispose  of  these  plants  to  accomplish  the  general  purpose  of 
Congress.  What  I  was  trying  to  get  at  was  the  legal  effect.  The 
monopoly  exists  in  the  ingot  industry,  and  if  that  is  the  case  that  is 
where  you  are  tied  up  until  you  dispose  of  this  question  of  monopoly 
and  production,  by  one  agency,  of  the  ingot,  as  it  was  before  the  war. 
You  can't  do  anything  else.  But  after  that,  there  is  nothing  to  pre- 
vent you  from  disposing,  to  the  Aluminum  Co.  of  America  as  a  whole, 
or  any  of  its  integral  parts  if  it  is  divided  up,  of  any  particular  fabri- 
cating plant.  There  is  nothing  in  the  law  to  prevent  that,  as  I 
understand. 

Mr.  Cox.  That  is  correct,  with  the  condition  that  for  any  plant  that 
cost  $1,000,000  or  more— not  $5,000,000— we  must  get  the  approval  of 
the  Attorney  General. 

Senator  O'Mahoney.  I  might  say  that  there  is  pending  before  the 
Surplus  Property  Subcommittee  a  bill  amended  by  Senator  Maybank, 
amending  the  law  to  require  reports  on  plants  costing  a  million  dollars 
or  more. 

Senator  Revercomb.  I  was  very  much  interested  in  Mr.  Symington's 
statement  that  he  was  reluctant  to  cancel  the  leases  or  the  contracts 
of  Alcoa  because  it  would  create  an  unemployment  situation.  Well, 
the  cancellation  does  create  an  unemployment  situation,  does  it  not? 

Mr.  Symington.  That  is  correct,  sir. 

Senator  Revercomb.  Why  did  you  cancel  at  that  time,  and  why  did 
you  not  wait  until  a  later  date  to  do  it,  when  you  could  find  some  other 
company  to  buy  these  plants  ?   Why  did  you  not  wait  ? 

Mr.  Symington.  Senator,  I  would  rather  have  Mr.  Husbands 
answer  that  question,  or  Mr.  Cox. 

Mr.  Husbands.  I  think  probably  Mr.  Cox  should  answer  the  ques- 
tion. 

Mr.  Cox.  The  reason  we  did  that  was  because  we  were  convinced  if 
we  did  not  concel  the  leases  before  the  end  of  August,  that  we  would 
be  unable  to  cancel  them  until  1948,  or  in  some  cases  until  1949. 

Senator  Revercomb.  You  mean  that  your  leases  were  so  written 
that  you  had  to  cancel  at  that  time  or  run  on  to  1948  or  1949  ? 

Mr.  Cox.  That  was  our  judgment. 
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Senator  Kevercomb.  Was  that  the  term  of  the  contract  ? 

Mr.  Cox.  It  arose  in  this  way :  Our  right  to  cancel  rested  upon  the 
production  of  the  leased  plants  falling  below  a  certain  figure — 40 
percent — for  a  6 -month  period.  It  had  fallen  below  that  figure  for  a 
6-month  period  ending  August  31.  We  were  almost  certain  that  that 
could  be  the  situation 

Senator  Revercomb  (interposing).  You  based  your  action  upon 
your  belief  that  in  the  future  there  would  be  no  falling  down  in  produc- 
tion that  would  permit  cancellation,  no  certainty  of  that? 

Mr.  Cox.  We  are  never  certain  of  anything  in  that  sense,  Senator. 
But  we  were  deeply,  firmly  persuaded  that  we  must  either  cancel  then 
or  wait  until  1948. 

Senator  Revercomb.  And  the  cancellation  brought  about  a  rather 
extensive  unemployment  situation,  did  it  not  ? 

Mr.  Cox.  It  certainly  has  brought  about  unemployment;  how  ex- 
tensive, I  cannot  answer. 

Senator  O'Mahoney.  Of  course,  that  was  the  result  of  all  cut-backs 
of  the  war  program. 

Mr.  Cox.  Yes.  Of  course,  as  Mr.  Symington  said,  he  made  some 
efforts  to  have  these  plants  continue  their  operation  on  a  temporary 
basis. 

ONLY  THREE  COMPANIES  ENGAGED  IN  CREATION  OF  ALUMINUM 

Senator  Revercomb.  Mr.  Symington,  how  many  private  companies 
are  engaged  in  the  creation  of  aluminum,  beginning  with  the  produc- 
tion of  bauxite,  the  ingots,  alumina,  sheet  aluminum — how  many 
companies,  altogether,  are  engaged  in  those  various  enterprises  ? 

Mr.  Symington.  The  three  companies  that  are  engaged  in  the  pro- 
cessing of  aluminum  are  Olin  Industries,  Reynolds,  and  Alcoa. 

I  don't  think.  Senator,  you  could  say  Olin  was  a  completely  inte- 
grated company.    Is  that  correct,  Mr.  Husbands  ? 

Mr.  Husbands.  That  is  correct. 

Mr.  Symington.  Would  you  say  that  Reynolds  was  a  completely 
integrated  company? 

Mr.  Husbands.  Yes. 

Mr.  Symington.  I  would,  too. 

Senator  Revercomb.  You  meant  that  produced  the  ore  and  went 
through  to  the  finished  product  ? 

Mr.  Syminton.  Yes. 

Senator  O'Mahoney.  We  might  ask  the  executive  secretary  of  the 
Small  Business  Committee 

Senator  Re\t:rcomb  (interposing).  I  would  like  to  have  put  in  the 
record  all  companies  that  produce  bauxite,  all  that  produce  ingots, 
all  that  produce  alumina,  and  all  that  produce  sheet  metal  or  any 
part  of  aluminum. 

Senator  O'Mahoney.  How  many  fabricators  of  aluminum  were 

there?  .         . 

Mr.  Anderson.  When  we  sent  out  our  first  questionnaire,  we  had 
over  1,500  names  of  business  firms  in  the  business  of  light  metals, 
most  of  whom  were  in  the  aluminum  field. 

Senator  Revercomb.  You  mean  1,500  companies? 

Mr.  Anderson.  Fifteen  hundred  companies  in  various  types  of 
aluminum  l^^usiness. 


Senator  Revercomb.  I  wish  you  would  furnish  for  the  record  the 
names  of  those,  and  put  them  in  here. 

Mr.  Anderson.  I  would  be  glad  to  do  that. 
.  Senator  Wherry.  The  Reynolds  Co.  is  a  completely  integrated 
company  that  is  a  competitor  of  Alcoa,  is  it  not  ? 

Mr.  Symington.  I  would  think  it  was  an  integrated  company ;  yes, 

sir. 

Senator  Wherry.  On  your  recommendation  that  we  need  more  com- 
petition to  lower  the  price— which  is  the  third  paragraph  from  the 
bottom  of  your  report — if  .we  had  other  competing  companies  like 
Reynolds — and  I  was  deeply  impressed  with  the  competition  that 
Reynolds  was  giving  Alcoa,  throughout  all  of  these  Small  Business 
Committee  hearings,  a  well-organized  company— do  you  feel,  if  we 
had  four  or  five  or  six  companies,  we  would  get  a  better  price  on 
aluminum  than  we  would  now? 

Mr.  Symington.  That  is  a  personal  question? 

Senator  Wherry.  You  may  answer  it  any  way  you  like. 

Mr.  Symington.  I  would  say  yes;  the  more  competition,  the  bet- 
ter price  you  are  going  to  get. 

*  Senator  Wherry.  That  probably  answers  the  question,  but  would 
you  get  any  more  competition,  so  far  as  price  is  concerned?  You 
would  get  more  production,  but  would  you  get  any  lowering  of  price? 

Mr.  Symington.  It  would  be  my  opinion  that  you  would,  sir. 

Senator  Wherry.  What  is  the  price  of  aluminum  now  compared 
to,  say,  1939  ? 

Mr.  Symington.  That  I  couldn't  answer. 

Senator  Wherry.  Well,  it  is  a  very  definite  thing  to  consider,  in 
establishing  this  policy.    The  price  of  aluminum  today  is  cheaper  than 

it  was  in  1939. 
Mr.  Symington.  I  would  think  so.    They  have  had  one  customer, 

and  an  awfully  heavy  volume. 

Senator  Wherry.  That  is  the  United  States. 

Mr.  Symington.  Yes,  sir. 

Senator  Revercomb.  Will  you  let  me  interrupt.  Senator? 

Senator  Wherry.  Yes. 

Senator  Revercomb.  Would  you  have  any  reason  to  believe  that 
the  price  would  go  up  when  aluminum  has  many  customers  and  there 
is  a  great  demand  in  the  postwar  world  for  that  product  ? 

Mr.  Symington.  Well,  Senator,  it  would  seem  that  in  normal  peace 
times  you  would  have  less  volume  and  more  sales  expense  than  you 
would  selling  the  Government. 

Senator  Wherry.  Would  it  cost  you  more  money  to  produce  it  then? 

Mr.  Symington.  I  would  think  so. 

Senator  Wherry.  Then  how  would  you  get  a  lower  price? 

Mr.  Symington.  There  are  other  aspects  of  the  price  situation  1 
would  like  to  present  to  you.  I  don't  know  the  aluminum  situation, 
but  let's  take  nickel.  The  price  of  nickel  never  varied  during  the 
depression  and  prosperity,  and  if  you  have  one  company  I  think  the 
chances  are  there  is  more  of  a  chance  to  control  the  price  than  if  you 
had  ten. 

Senator  Wherry.  Competitively,  I  will  agree  that  the  more  com- 
petitors you  get,  possibly  the  more  chances  you  have  to  shop  around. 
But  after  all,  the  use  of  aluminum  will  govern,  to  some  extent,  its 
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price.  My  theory  is  that  if  you  make  the  statement  that  you  are 
going  to  get  lower  prices  because  you  have  more  competition,  that 
does  not  cover  the  field.  So  many  other  factors  come  into  it.  And 
I  think  you  have  got  two  competing  companies.  They  are  producing 
all  the  aluminum  that  they  can  take  today,  more  than  they  can  take. 
So  where  are  you  going  to  be  if  you  subsidize  or  put  in  independent 
operators,  where  you  guarantee  them  against  loss?  Where  are  we 
going  to  come  out  m  the  end  ? 

Mr.  Symington.  You  onlv  asked  my  opinion  as  to  whether,  the 
more  competitors  you  have,  the  better  price  you  get ;  and  that  opinion, 
from  the  standpomt  of  my  business  experience,  still  stands. 

However,  we  won't  argue  about  the  third  competitor  if  we  can  get 
the  second,  based  on  what  we  understand  we  are  supposed  to  do  under 
the  act. 

Senator  Revercomb.  Mr.  Symington,  will  you  produce,  with  the 
present  facilities  for  the  production  of  aluminum,  more  aluminum  than 
the  market  will  consume? 

Mr.  Symington.  I  would  like  to  answer  that  a  little  indirectly.  Sen- 
ator, if  I  may. 

The  largest  volume  of  aluminum  in  any  prewar  year  was  in  1939, 
and  330,000,000  pounds  were  used  in  1939 ;  and  today  the  total  capacity 
runs  into  billions. 

Senator  Revercomb.  Then  with  that  great  production,  and  with  the 
facilities  for  that  great  production,  there  is  not  much  chance  of  the 
price  going  up,  is  there?     Haven't  you  got  an  almost  glutted  market? 

Mr.  Symington.  I  would  say  that  the  question  of  whether  the  price 
goes  up  would  be  primarily  whether  the  price  was  controlled,  and  not 
the  productive  capacity  of  the  industry,  sir. 


« 


CONCENTRATION    OF   CONTROL   OVER   PRODUCTION    HAS   INEVITABLY   BEEN 
FOLLOWED  BY  INCREASING  OF  PRICE,"  SAYS  SENATOR  o'mAHONEY 

Senator  O'Mahoney.  The  innumerable  investigations  into  economic 
problems  which  have  been  held  by  committees  of  Congress,  and  in  the 
courts  and  elsewhere,  throughout  our  economic  history,  have,  I  think, 
demonstrated  beyond  any  possibility  of  rational  contradiction  that 
concentration  of  control  over  production  has  been  inevitably  followed 
by  increase  of  price.  The  hallmark  of  monopoly  is  the  restriction  of 
production  in  order  to  maintain  price. 

I  think  Senator  Revercomb's  question  points  up  the  very  central 
problem  with  which  we  are  confronted  in  the  disposal  of  war  plants. 
We  were  able  to  build  these  plants  by  Government  investment  because 
we  needed  the  output  in  order  to  win  the  war.  Now,  unless  we  develop 
another  market,  we  will  have  to  padlock  them ;  and  if  we  padlock  them, 
then  we  must  expect  to  endure  a  reduction  in  the  standard  of  living  in 
America. 

It  seems  to  me  to  be  clear  beyond  any  possibility  of  doubt  that  if 
we  are  going  to  have  a  prosperous  business  economy,  we  have  got  to 
have  a  market ;  and  the  only  way  we  can  get  a  market  is  by  promoting 
consumption,  and  not  by  turning  back  to  the  old  system  of  monopolistic 
controls  by  which  production  has  been  maintained  at  such  a  point  as 
to  enable  the  producer  in  control  to  get  the  price  they  want. 
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Senator  Revercomb.  I  will  comment,  Mr.  Chairman,  that  with  the 
known  facilites  here  for  the  production  of  aluminum,  there  is  not 
much  danger  of  there  being  a  shortage  of  aluminum  in  this  country. 

Senator  O'Mahoney.  The  Government  expanded  the  production  of 
aluminum  by  from  five  to  seven  times,  by  this  public  investment. 
That  is  why  we  have  this  tremendous  amount.  Unless  we  find  ways 
and  means  of  using  it,  of  course  we  are  going  to  relapse. 

Personally,  I  think  that  in  the  States  and  in  the  municipalities  and 
homes  of  this  land,  there  is  a  great  untapped  market  which  will  use  the 
entire  capacity  of  not  only  the  aluminum  industry,  but  the  steel  in- 
dustry, the  petroleum  industry,  and  all  the  other  industries.  America 
has  learned  how  to  produce,  we  have  demonstrated  that  in  the  war. 
What  we  have  got  to  learn  now  is  how  to  consume.  That  is  to  say, 
how  to  enable  the  masses  of  the  people  to  have  a  better  share  in  the 
great  productive  capacity. 

Senator  Wherry.  Mr.  Chairman,  may  I  ask  you  a  question? 

Senator  O'Mahoney.  Surely. 

Senator  Wherry.  If  that  is  true,  why  aren't  there  plenty  of  inde- 
pendent companies  that  would  take  over  these  plants  right  now,  buy 

them  right  out? 

Senator  O'Mahoney.  Because  of  the  great  hazard  of  investing 
money  in  a  great  industry.  Private  capital  hesitates  to  invest.  And 
I  think  one  of  our  most  important  steps  in  promoting  reconversion  is 
to  devise  ways  and  means  of  stimulating  the  investment  of  private 
capital  because  if  we  don't  do  that  we  will  have  to  depend,  as  we  did 
in  the  way,  upon  the  investment  of  deficit  dollars  out  of  the  Govern- 
ment Treasury. 

Senator  Wherry.  But  isn't  the  real  reason  the  fact  that  some  of 
these  independent  concerns  that  might  buy  are  apprehensive  as  to 
what  the  Government  will  do  to  them  when  they  get  into  the  business, 
just  as  we  are  doing  now  with  Reynolds  and  Alcoa  ?  Isn't  there  some 
apprehension  there  as  to  investing  venture  capital  into  this  business? 

Senator  O'Mahoney.  Nobody  except  Congress  can  determine  what 
shall  be  done,  and  the  latest  pronouncement  of  Congress  is  contained 
in  this  Surplus  Property  Act.  I  don't  know  of  anybody  in  Congress 
who  is  proposing  that  we  repeal  the  antitrust  laws. 

Senator  Wherry.  That  isn't  the  point  that  we  are  making. 

Senator  O'Mahoney.  That  is  what  businessmen  say  they  are  afraid 
of,  the  enforcement  of' the  antitrust  laws. 

Senator  McClellan.  I  want  to  get  back,  Mr.  Symington,  to  this 
question  of  canceling  the  leases.  As  I  understand  it,  you  were  led  to 
the  conclusion  to  cancel  by  reason  of  the  fact  that  for  a  period  of  6 
months  the  production  had  only  been  about  40  percent  of  capacity  at 
the  Hurricane  Creek  plant;  is  that  correct? 

Mr.  Symington.  I  think  it  was  that  the  production  had  not  been  40 
percent.    I  would  rather  have  Mr.  Cox  answer  that. 

Mr.  Cox.  As  I  recollect  that  situation  I  would  like  to 

ALCOA  "not  interested"  IN  OPERATION  OF  PLANTS  ON  EXPERIMENTAL  OR 

TEMPORARY  BASIS 

Senator  McCi.ellan  (interposing).  I  want  to  get  at  just  why  there 
was  a  cancellation  at  this  particular  time  without  having  first  ascer- 
tained what  you  could  do  with  respect  to  keeping  the  plants  in  opera- 


34 


ALUMINUM  PLANT  DISPOSAL 


ALUMINUM  PLANT  DISPOSAL 


35 


tion  during  this  interim  time.  In  other  words,  our  plants  are  shut 
down,  our  men  are  out  of  work.  The  whole  thing  is  disintegrating 
down  there  in  Arkansas.  Now,  I  think  there  has  been  some  failure 
somewhere.  I  am  not  saying  that  it  is  on  the  part  of  the  Surplus  Prop- 
erty Disposal  Board ;  it  may  be  on  the  part  of  Alcoa ;  I  don't  know. 
But  there  should  have  been  some  wa^  to  have  handled  this  to  have 
kept  the  plant  in  operation  and  kept  the  men  at  work.  Now,  that  is 
what  I  want  to  determine.  As  I  understand  it,  by  reason  of  the  plant 
not  having  been  in  production  to  exceed  40  percent  of  capacity  for  a 
period  of  6  months,  under  the  provisions  of  the  lease  you  had  the 
right  to  cancel ;  is  that  correct  ? 

Mr.  Cox.  That  is  correct.  Mr.  Husbands,  may  I  ask  if  that  was 
the  relationship  figure  between  the  production  in  the  leased  plants 
and  in  their  own  plants,  that  40  percent  figure  ? 

Mr.  Husbands.  That  is  right. 

Senator  O'Mahoney.  Isn't  it  a  fact  that  RFC  was  willing  to  have 
temporary  operation? 

Mr.  Husbands.  That  is  correct,  yes,  sir. 

Senator  O'Mahoney.  In  other  words,  Alcoa  was  not  interested  in 
continuing  operation  upon  an  experimental  or  temporary  basis  ? 

Mr.  Husbands.  The  offer  made  to  Alcoa  was  that  the  lease  would 
be  extended  for  a  year  with  the  right  to  cancel  on  60  days'  notice. 
But  I  think  our  correspondence  also  told  Alcoa  that  we  would  be 
glad  to  discuss  that  with  them.  But  they  came  back  with  a  letter 
and  told  us  that  they  wanted  to  cancel,  and  I  think  they  also  stated 
that  a  60-day  notice  was  toa  short  for  them. 

Senator  McClellan.  Let  me  ask  you  this  question.  You  testified 
that  that  was  said  after  you  gave  notice  of  cancellation ;  but  you  didn't 
discuss  it  with  them  prior  to  that  time,  did  you?  In  other  words, 
you  gave  notice  of  cancellation  and  after  giving  that  notice  then  said 
that  you  were  willing  to  discuss  it? 

Mr.  Husbands.  That  was  in  the  same  letter. 

Senator  McClellan.  Yes ;  but  that  had  not  been  discussed  in  an 
attempt  to  arrive  at  a  solution,  before  you  gave  them  notice  of  can- 
cellation, had  it? 

(Discussion  off  the  record.) 

Senator  O'Mahoney.  I  want  to  make  this  announcement.  The 
reporter  requests  me  to  say  that  not  all  of  the  appearance  slips  have 
been  handed  to  him.  If  there  are  any  persons  here  who  have  entered 
an  appearance,  who  expect  to  participate  and  who  have  not  handed 
their  names  to  the  reporter,  please  do  so  now. 

The  committee  will  now  stand  in  recess  until  10  o'clock  tomorrow 
morning. 

(Whereupon,  at  12: 50  p.  m.,  the  committee  recessed  until  Tuesday 
morning,  October  16. 1945,  at  10  a.  m.) 

(By  direction  of  Senator  Murray  chairman.  Special  Committee  to 
Study  Problems  of  American  Small  Business,  the  following  corre- 
spondence is  inserted  at  this  place  in  the  record :) 

Western  State  Council, 

„  October  12,  19^5. 

Hon.  James  E.  Murray, 

Senate  Office  BuildUg,  Washington,  D.  C. 
Dear  Senator  Murray:  The  directors  of  this  council,  at  its  regular  meeting 
at  Salt  Lake  City,  Utah,  October  8,  adopted  a  resolution  on  air  transportation 
and  a  report  from  the  light  metals  committee,  copies  of  which  are  enclosed. 


Your  support  of  these  items  that  are  of  special  interest  to  the  members  of  this 

council  will  be  appreciated.  ^„f,^„o 

We  will  welcome  your  comment  and  recommendations. 

Very  truly  yours,  western  Stains  Council, 

F.  W.  Mathias, 

Secretary-Treasurer. 

Resolution 

Re<iolved  That  the  board  of  directors  of  the  Western  States  Council  approve 
thf  followinr  for  the  improvement  and  development  of  air 

transportation  in  the  11  Western  States :  Mmintnin  States  via 

1.  Approval  and  support  of  the  air  route  through  the  Mountain  fetates  Ma 

Great  Falls  to  Edmonton  and  Alaska ;  .      Ai„e,v«  ,^iiir.h  wmild  irive 

2   Annroval  and  support  of  air  transportation  in  Alaska  which  ^o^a  give 

the  TerSoI-y  access  to  and  from  air  gateways  at  Seattle,  Great  Falls,  and  Mmne- 

^^S^'lupporTVud  approval  of  the  oriental  route  through  the  Seattle-Tacoma 

-Tl^^ZT^rs^^^r^^^^^^^  With  terminals  at 

^^S-ra^n'd^su^PP^^^^^^^^^^^  air  -vice  between  C^if en. ia  p^^^^^^^^^ 

Board  at  Washiiigto^   D.  C,  and  to  members  of  the  congressional  delegations 

representing  the  11  Western  States  ,  ^  ,,  ^   ,     ^.,     ^ifov. 

Adopted  this  8th  day  of  October  l94o  at  Salt  Lake  City,  Utah. 

Western   States  Councu:, 
Christy  Thomas, 

President. 


Attest : 


F.  W.  Mathias,  Secretary. 


Repcrt  to  the  Board  of  Directors  of  the  Western  States  Council 

At  a  meeting  of  the  light-metals  committee  of  the  Western  States  Council 
held  in  Salt  Lake  City  on  October  8,  it  was  the  unanimous  opinion  of  this 
committee  that  the  delay  in  disposing  of  light-metals  plants  is  detrimental  to  ^e 
interests  of  business  and  labor  in  the  western  area  of  the  United  States.  We 
hereby  respectfully  request  immediate  action  in'  the  consummation  of  disposal 
of  the  various  light-metal  plants  in  the  West  to  private  business.  It  is  our  further 
considered  opinion  that  unless  sale  or  lease  of  these  plants  is  made  in  the  very 
near  future  that  the  available  labor  supply  for  operation  will  be  dispersed  and 
create  further  delays  in  the  much  needed  operation  of  these  plants  and  jeopordize 
the  eventual  value  of  the  Government  investment.  We  now  understand  the 
Surplus  Property  Board  and  the  Reconstruction  Finance  Corporation  have  before 
them  a  proposal  for  lease  or  sale  of  certain  key  plants  by  a  qualified  light- 
metals  operator.  We  emphatically  urge  conclusion  of  negotiations  with  this  or 
other  equally  qualified  operator  within  30  days.  .....  ^ 

The  committee  accepts  the  report  of  the  Surplus  Property  Administration  and 
endorses  its  recommendations,  including  those  relating  to  studies  to  be  pursued 
relative  to  power  costs,  freight  rates,  and  tariffs.  In  acknowledging  the  necessity 
for  competition  in  the  light-metals  industry  the  committee  wishes  to  express  its 
full  appreciation  for  the  efforts  put  forward  by  the  Aluminum  Co.  of  America 
during  the  recent  war  and  to  express  the  earnest  hope  that  this  company  will 
continue  in  the  operation  and  enlargement  of  its  business.  It  is  recommended 
by  this  committee  that  negotiations  with  any  light-metals  company  that  may  be 
under  consideration  for  leasing  or  purchasing  be  fully  and  promptly  investigated 
as  to  financial  and  management  ability  to  carry  forward  the  operation  of  these 
plants  on  a  continuing  basis.  We  fully  concur  in  the  Surplus  Property  Admin- 
istration recommendation  that  bidders  be  given  preference  in  accordance  with 
competence  and  prospective  ability  to  survive. 

We  recommend  to  the  directors  of  the  Western  States  Council  that  a  copy  of 
this  report  be  placed  in  the  hands  of  all  interested  metals  companies,  interested 
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Government  officials,  and  Members  of  the  Congress  from  the  11  Western  States 
and  to  constituent  members  of  the  council. 

Adopted  by  board  of  directors,  Western  States  Council,  at  Salt  Lake  City, 
Utah,  October  8, 1945. 

Light  Metals  Committee,  Western  States  Council, 

D.  K.  ]MacDonald,  Chairman. 

F.  W.  Mathias,  Secretary. 


October  23,  1945. 
Mr.  F.  W.  Mathias, 

Secretary-Treasurer,  Western  State  Council, 

Olympia,  Wash. 

De/r  Mr.  Mathias:  In  the  absence  of  Senator  Murray,  your  letter  from  the 
Western  States  Council,  transmitting  the  resolution  of  the  board  of  directors, 
respecting  the  light-metals  industry  and  another  resolution  on  air-transportation 
development  in  the  Western  States,  has  come  to  me  for  attention. 

The  light-metals  resolution  is  oportune,  for  we  have  just  comiileted  hearings, 
before  the  Surplus  Property  Subcommittee  of  the  Senate  Committee  on  Military 
Affairs,  our  Small  Business  Committee,  and  the  Industrial  Reorganization  Sub- 
committee of  the  Special  Committee  on  Postwar  Economic  Policy  and  Planning, 
on  disposal  policies.  Your  resolution  will  be  inserted  in  the  record  and  will  be 
printed  in  the  final  report  of  these  hearings. 

I  am  sure  Senator  Murray  will  take  proper  cognizance  of  your  air-transporta- 
tion resolution. 

With  all  good  wishes,  I  remain. 
Very  cordially  yours, 

Dewey  Anderson, 
Executive  Secretary. 

(On  request  of  Senator,  Revercomb,  the  following  letter  addressed 
to  Mr.  Stuart  Symington,  Surplus  Property  Administrator,  by  L.  M. 
Brile,  president,  Fairmont  Aluminum  Co.,  Fairmont,  W.  Va.,  is  in- 
serted at  this  place  in  the  record :) 

Fairmont  Aluminum  Co., 
Fairmont,  W.  Va.,  October  22,  19Ji5. 
Mr.  W.  Stuart  Symington, 

Surplus  Property  Administrator, 

Washington,  D.  C. 

Dear  Sir:  We  have  read  very  carefully  the  report  of  the  Surplus  Property 
Board  to  the  Congress,  dated  September  21,  1945,  on  aluminum  plants  and  facil- 
ities. We  are  deeply  concerned  with  that  part  of  the  report  which  proposes,  in 
effect,  a  subsidy  program  which  applies  to  practically  every  phase  of  the  alum- 
inum manufacture  and  distribution.  It  is  the  purpose  of  this  letter  to  protest 
against  the  putting  into  effect  of  any  such  subsidy  program  which  we  believe 
would  be  dangerous  to  the  economy  of  the  United  States,  and  especially  danger- 
ous to  the  entire  aluminum  industry,  including  all  independents  now  operating  in 
the  aluminum  industry,  except  those  who  are  the  beneficiaries  of  these  sub-f 
sidies.  It  would  open  the  way  to  demands  for  subsidies  in  other  industries  and 
once  started,  would  have  the  most  serious  effect  upon  the  free  enterprise  system 
in  America  and  upon  its  free  economy. 

You  call  attention  on  page  26  of  your  report  to  section  2  of  the  Surplus 
Property  Act,  wliich  provides  among  other  objectives,  "to  give  maximum  aid 
in  the  reestablishment  of  a  peacetime  economy  of  free  independent  private 
enterprise,  the  development  of  the  maximum  of  independent  operators  in  trade 
industry,  and  agriculture."  Granting  of  any  such  subsidies,  as  proposed  in  your 
report,  would  destroy  peacetime  economy  of  free  independent  private  enterprise 
rather  than  encourage  it,  and  would  retard  the  development  of  the  maximum 
of  independent  operators  in  trade  and  industry,  instead  of  promoting  it.  We 
wish  to  go  on  record  with  you  as  being  unequivocally  opposed  to  the  granting 
of  Government  subsidies  in  industry  on  any  theory.  The  principles  of  de- 
mocracy are  based  upon  equal  opportunities  and  equal  justice  to  all.  For  the 
Government,  by  any  process,  to  pick  out  a  single  individus^l  operator  in  industry 


and  to  grant  him  a  subsidy  over  his  competitors,  and  to  provide  that  if  there  is 
any  loss  the  Government  will  absorb  or  share  in  it,  strikes  at  the  very  funda- 
mentals of  the  principle  of  equal  opportunity  of  justice  and  of  democracy. 

We  hold  no  brief  for  the  Aluminum  Co.  of  America,  or  for  any  other  concern 
in  the  aluminum  industry.  Neither  are  we  motivated  by  selfish  interest  in  the 
position  that  we  take.  It  is  true  that  we  believe  that  the  establishment  of 
subsidies,  such  as  proposed  by  you,  would  eventually  destroy  our  company 
along  with  other  independent  aluminum  companies,  and  even  the  Aluminum 
Co.  of  America.  But  it  is  not  for  that  reason  that  we  feel  impelled  to  protest 
and  object  to  the  program  proposed  by  you.  To  destroy  us  in  a  relatively 
small  and  insignificant  thing  compared  to  destroying  the  principle  of  democracy, 
the  principle  of  equal  treatment  to  all,  and  of  equal  opportunity  in  America. 
Naturally  we  will  fight  to  protect  our  own  business  which  was  built  up  against 
severe  competition  and  without  Government  subsidy  or  help  of  any  kind,  as 
all  business  should  be.  But  we  will  fight  even  more  to  retain  in  America 
the  free  enterprise  system  and  the  right  of  industry  in  America  to  be  free  of 
unfair  competition  on  the  part  of  the  Government,  or  of  the  Government  pro- 
viding subsidies  to  create  unfair  competition. 

We  do  not  go  into  the  question  at  all  as  to  whether  there  ought  to  be  more 
competition  in  the  production  of  aluminum  pig  and  other  aluminum  fabrica- 
tions. If  this  competition  can  be  developed  legitimately  with  private  capital, 
that  is  one  thing;  but  for  it  to  be  developed  under  paternalistic  subsidies  and 
protection  of  the  United  States  Government,  is  quite  another  thing.  We  main- 
tain that  the  aluminum  industry  would  be  far  better  off  without  more  competi- 
tion than  it  would  be  with  more  competition  developed  by  any  such  pernicious 
plan  as  you  propose  in  your  report. 

We  now  make  specific  reference  to  some  of  the  points  urged  in  your  report 
as  a  program  of  the  Surplus  Property  Board  in  support  of  Government  subsidies: 
We  refer  first,  to  the  Government  guaranty  against  losses  to  which  reference  has 
been  made  earlier  in  this  letter.  The  proposal  is,  as  we  understand  it,  to  give 
an  operator  of  a  Government-subsidized  plant  15  percent  of  the  net  profits,  but 
will  require  the  Reconstruction  Finance  Corporation  (in  other  words  the  Govern- 
ment and  the  taxpayers  of  the  United  States)  to  stand  all  losses.  We  agree  with 
the  testimony  that  has  been  made  before  the  Joint  Senate  Committee  Investigating 
the  Matter  of  Disposal  of  Surplus  Proi)erty  Aluminum  Plants,  that  such  a  pro- 
posal "is  an  invitation  to  reckless,  extravagant,  and  calculated  mismangement." 
Under  such  a  program  an  operator  could  spend  money  recklessly  for  sales  ex- 
pense, advertising,  capturing  of  markets,  and  other  practices  which  his  competi- 
tors could  not  possibly  meet,  knowing  well  that  if  he  suffere<l  any  losses,  the 
Reconstruction  Finance  Corporation  bore  them.  The  taxpayers  paid  for  his 
recklessness.  And  this  is  true,  even  though  the  Reconstruction  Finance  Corpora- 
tion did  reserve  the  right  "to  review  and  approve  the  prices  at  which  the  metal 
is  sold,  top  salaries,  and  extraordinary  expenses."  This  would  virtually  place 
the  Reconstruction  Finance  Corporation,  an  agent  of  the  Government,  in  a  posi- 
tion to  dictate  the  price  at  which  aluminum  was  sold  and  could  result  in  the 
Reconstruction  Finance  Coi*poration  putting  all  competitors  of  the  "favored  son" 
or  beneficiaries  of  he  subsidy,  out  of  business.  We  furthermore  call  your  attention 
to  the  fact  that  such  a  subsidy  would  enable  the  favored  operator  to  raid  other 
operators  in  the  industry,  of  their  keymen  without  regard  to  the  cost  of  it, 
because  the  Reconstruction  Finance  Corporation  would  pay.  Some  competition 
has  already  been  built  up  during  the  war  period,  by  raiding  the  organization  of 
other  operators,  and  the  granting  of  a  subsidy  such  as  is  proposed,  would  make 
this  practice  feasible  and  possible  to  a  continuing  extent. 

You  propose,  further,  to  give  the  lessee  of  Government  plants  an  option  to  pur- 
chase based  upon  the  earnings  record  of  the  plant  during  the  subsidized  lease. 
[Italics,  are,  of  course,  ours.]  This  would  i)ermit  a  lessee  of  these  plants  to 
deliberately  incur  losses  so  that  he  bight  eventually  buy  the  plants  as  cheaply 
as  possible. 

As  to  the  subsidy  proposed  in  the  Government  procurement  of  bauxite,  we  will 
not  go  into  special  arguments  against  it  except  to  stand  on  the  premise  that  the 
principle  of  subsidy  is  all  wrong  in  a  democracy  and  the  subsidy  applied  to  the 
procurement  of  bauxite  is  as  indefensible  as  the  subsidies  applies  to  the  purchase 
of  plants,  or  guaranty  against  losses.  The  same  thing  applies  to  the  proposal  to 
subsidize  the  manufacture  of  alumina  at  prices  equal  to,  ot  lower  than  the 
Aluminum  Co.  of  America's  cost. 
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It  is  our  studied  opinion  that,  contrary  to  what  you  say  in  the  report,  the 
advent  of  new  producers  in  the  industry  through  Government  plant  disposal 
under  the  subsidy  plan  proposed  by  you,  would  decrease  national  security  instead 
of  increasing  it,  and  would  decrease  employment  in  the  aluminum  industry 
rather  than  increase  it,  and  would  create  a  confusion  in  the  industry.  It  would 
play  havoc  with  independent  operators,  as  well  as  the  principal  producers.  It 
would  be  handing  over  on  a  silver  platter  the  aluminum  industry,  that  has  been 
built  up  through  long  effort  and  through  years  of  energy  and  devotion  to  it,  to 
some  newcomer  protected  from  the  rains  of  adversity  by  a  Government  umbrella. 

Respectfully  submitted. 

Fairmont  Aluminum  Co., 
L.  M.  Brile,  President. 
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TUESDAY,  OCTOBER   16,   1945 

Joint  Hearing  of  the  Subcommittee  on  Surplus  Property  Disposal 
OF  the  Committee  on  Military  Affairs,  the  Special  Committeh 
To  Study  and  Survey  Problems  of  Small  Business  Enterprises, 
AND  THE  Industrial  Keorganization  Subcommittee  of  thb 
Special  Commiti^e  on  Postwar  Economic  Policy  and  Planning 

United  States  Senate, 

Washington,  D.  G, 

The  committees  met,  pursuant  to  recess,  at  10  a.  m.,  in  the  caucus 
room.  Senate  Office  Building,  Senator  Joseph  C.  O'Mahoney  (chair- 
man of  the  Subcommittee  on  Surplus  Property  Disposal)  presiding. 

Present:  Senators  O'Mahoney  (chairman),  Murray,  Stewart,  Hill, 

Wherry,  and  Revercomb.  ,,,.,„    t»  i_  _x 

Also  present :  Senators  McClellan,  Maybank,  Mitchell,  Robertson, 
and  Cordon ;  Congressman  Norrell.  . 

Kurt  Borchardt,  counsel.  Surplus  Property  Subcommittee  ot  the 
Committee  on  Military  Affairs ;  Dewey  Anderson,  executive  secretary. 
Senate  Small  Business  Committee;  C.  E.  Childe,  consultant;  and 
Thomas  J.  McBreen,  Jr.,  chief  of  information.  Senate  Small  Business 

Committee  .  ,.,•/.  tic     j 

Appearances  in  addition  to  those  noted  m  hearing  of  Monday, 

October  15  1945 : 

On  behalf  of  governmental  agencies :  Wendell  Berge,  Assistant  At- 
torney General,  Antitrust  Division ;  Leland  Olds,  Acting  Chairman, 
Federal  Power  Commission;  and  John  D.  Goodloe,  general  counsel, 
Reconstruction  Finance  Corporation. 

On  behalf  of  industry :  Arnold  Troy,  of  Eastern  Metals  Corp. 

Senator  O'Mahoney.  The  committee  will  come  to  order. 

This  morning  I  notice  some  new  appearances  which  were  not  re- 
corded yesterday:  John  D.  Goodloe,  general  counsel  of  the  Recon- 
struction Finance  Corporation ;  Wendell  Berge,  Assistant  Attorney 
General,  head  of  the  Antitrust  Division ;  and  Leland  Olds,  Vice  Chair- 
man of  the  Federal  Power  Commission. 

Is  there  anybody  else  from  the  Government  here  this  morning! 
How  about  industry?  I  am  advised  that  Arnold  Troy,  of  Eastern 
Metals  Corp.  is  present. 

Mr.  Symington,  will  you  take  the  stand? 
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STATEMENT  OF  W.  STUART  SYMINGTON,  SURPLUS  PROPERTY 

ADMINISTRATOR— Resumed 

CA^NCELLATION  OF  LEASES  IN  RELATION  TO  EMPLOYMENT 

Senator  O'Mahonet.  Mr.  Symington,  Senator  Revercomb  was 
directing  some  questions  to  you  yesterday  at  the  time  of  our  recess. 
Do  you  care  to  resume,  Senator  ? 

Senator  Revercomb.  Yes,  Mr.  Chairman. 

Mr.  Symington,  when  we  recessed  we  were  discussing  the  termina- 
tion of  the  leases  of  the  Aluminum  Co.  of  America. 

What  is  in  the  contract  of  lease  providing  for  termination  or  can- 
cellation ;  what  are  the  terms?    Do  you  have  that  lease  here? 

Mr.  Symington.  No,  Senator ;  but  I  am  sure  that  the  RFC  people 
would  know  the  terms  of  that  lease,  Mr.  Husbands  or  Mr.  Goodloe; 
and  I  think  our  counsel  will,  with  respect  to  rights  of  cancellation. 

Senator  Revercomb.  May  I  direct  that  question  to  counsel  at  this 
time? 

Mr.  Cox.  I  will  give  you  a  general  answer.  Senator,  on  the  under- 
standing that  if  you  are  going  to  go  into  details,  I  would  like  to  have 
Mr.  Goodloe's  assistance. 

Senator  Revercomb.  We  will  want  it  in  full  later,  but  I  will  take  the 
general  answer  now  and  the  details  later. 

Mr.  Cox.  The  contracts  provided  that  the  lessor  could  terminate  on 
60  days'  notice  if  production  in  the  leased  smelting  plants  averaged 
less  than  40  percent  of  the  aggregate  productive  capacity  of  all  leased 
plants,  leased  smelting  plants,  for  a  6-month  period.  That  is  a  general 
statement  of  the  cancellation  clause  under  which  we  acted. 

Senator  Revercomb.  Yes.  What  was  the  date  of  the  cancellation 
letter? 

Mr.  Cox.  The  leases  were  canceled  as  of  the  end  of  August,  this 
year. 

Senator  Revercomb.  Was  that  the  date  of  the  notice  of  cancellation? 

Mr.  Cox.  The  letter  was  dated  August  30,  1945. 

Senator  Re\^ercomb.  At  that  time  the  fighting  part  of  the  war  had 
come  to  an  end.  What  reason  did  you  have  to  believe  that  there  would 
be  a  greater  demand  for  aluminum  with  the  war  at  an  end?  Why 
wouldn't  that  shortage  in  percentage  of  production  continue? 

Mr.  Cox.  I  am  sorry.  Senator,  I  am  not  sure  I  quite  understand  the 
question. 

Senator  Revercomb.  Yesterday,  you  said  that  you  gave  the  notice 
when  you  did  because  you  believed  it  was  probable  that  in  the  future 
there  would  be  no  falling  down  below  40  percent,  and  you  would 
therefore  have  to  wait  6  months  to  give  a  notice  of  cancellation,  and 
that  the  leases  would  continue  on  until  1948. 

When  you  gave  that  notice,  the  fighting  part  of  this  war  had  ended, 
and  naturally  there  would  be  less  demand  for  aluminum. 

Mr.  Cox.  I  understand  your  question  now. 

Senator  Revercomb.  Tell  me  why,  in  view  of  that,  you  gave  the 
notice  of  cancellation  when  you  did?  In  other  words,  why  didn't  you 
let  these  plants  continue  to  operate  and  give  people  employment  in 
this  country  ? 


Mr.  Cox.  Senator,  I  think  that  I  will  have  to  answer  that  question 
in  terms  of  the  advice  that  I  gave  my  clients  about  their  rights,  and 
not  in  terms  of  what  should  or  should  not  be  done,  but  I  think  the 
answer  will  deal  with  the  points  that  you  raised.  ,  i  ^  n  ^u 

The  last  question  I  had  to  answer  was  whether  I  could  tell  the 
Surplus  Property  Administration  that  the  time  would  come  again  when 
they  would  have  the  right  to  cancel  under  these  contracts  without  the 
consent  of  Alcoa.  The  reason  I  did  not  answer  that  question  in  the 
affirmative  was  because  it  was  within  Alcoa's  power,  from  that  time 
on,  so  to  allocate  production  between  their  own  plants  and  leased 
plants  so  that  no  matter  how  low  the  total  production  fell,  the  produc- 
tive capacity  of  the  leased  plants  was  always  40  percent  of  the  total 
productive  capacity  of  those  plants.  In  other  words,  they  ctTuld  have 
spread  the  cuts  over  the  entire  facilities,  all  of  their  own  facilities  as 
well  as  the  Government's  facilities,  and  in  that  way  maintain  the  Gov- 
ernment's facilities  at  40  percent  or  above.  ,     ,   , 

Senator  Revercomb.  You  mean  that  they  would  have  had  the  power 

to  do  that? 

Mr.  Cox.  That  is  correct.      - 

Senator  Revercomb.  Was  it  reasonable  that  they  would  have  oper- 
ated the  Government  plants  up  to  40  percent  and  cut  their  others  down 
or  closed  them,  in  order  to  keep  these  leases  alive  ?    Do  you  think  that 

is  reasonable?  . 

Mr.  Cox.  Senator,  I  would  prefer  not  to  answer  that  question,  be- 
cause I  was  giving  advice  on  the  basis  of  what  their  rights  were. 

Senator  Revercomb.  What  could  be  doiie? 

Mr.  Cox.  Yes,  sir. 

Senator  Revercomb.  Who  made  the  decision  ? 

Mr.  Symington.  With  respect  to  the  cancellation  of  the  leases? 

Senator  Revercomb:  Yes. 

Mr.  Symington.  The  Board  did. 

Senator  Revercomb.  I  believe  that  is  all. 

Senator  O'Mahoney.  Are  there  any  other  questions  ?  If  not,  we  are 
very  much  obliged,  Mr.  Symington.  Do  you  care  to  add  anything 
to  your  statement  of  yesterday  ? 

Mr.  Symington.  Mr.  Chairman,  if  it  meets  with  your  pleasure,  sir, 
I  would  like  to  place  in  the  record  a  letter  written  by  me  to  the  Attorney 
General  under  date  of  September  7,  and  a  letter  in  reply  dated  Sep- 
tember 11,  regarding  the  position  of  the  Board  with  respect  to  the 
Government-owned  Alcoa-leased  Dlants. 

Senator  O'Mahoney.  Do  these  letters  add  anything  new  to  the 
record  ?  I  am  asking  that  merely  to  determine  whether  or  not  they 
should  be  summarized  now,  read  for  the  record,  or  just  inserted. 

Mr.  Cox.  They  are  referred  to  in  the  report,  but  the  text  is  not  set 

forth  in  full. 
Senator  O'Mahoney.  Then  they  are  summarized  in  the  report? 

Mr.  Symington.  Yes,  sir. 

Senator  O'Mahoney.  They  may  be  submitted  for  the  record  at  this 
point.  There  may  also  be  inserted  at  this  point  a  statement  of  the 
result  of  operations  from  1942  through  June  30,  1945,  of  the  Trout- 
dale,  Spokane,  and  Jones  Mills  aluminum-reduction  plants  and  Hurri- 
cane Creek  alumina  plant. 
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(The  letters  and  statement  referred  to  are  as  follows:) 

September  7,  1945. 
The  honorable,  the  Attorney  General, 

Washington,  D.  C. 

My  De.vr  Mr.  Attorney  General:  On  August  3,  1944,  the  Attorney  General 
wrote  to  the  Surplus  Property  Administrator  calling  attention  to  the  pending 
antitrust  suit  by  the  Department  of  Justice  against  the  Aluminum  Co.  of  America. 
This  letter  stated  that  the  Department  of  Justice  "would  deem  it  a  further  vio- 
lation of  the  Sherman  Act  for  the  Aluminum  Co.,  or  any  individual  or  organiza- 
tion in  which  it  is  interested,  to  obtain  any  further  interest  in  any  of  the  Defense 
Plant  Corporation  plants  and  particularly  during  the  pendency  of  the  present 
case."  The  Attorney  General  stated  that  he  believed  that  no  agency  of  the 
Government  "should  take  any  steps  looking  toward  the  granting  to  the  Aluminum 
Co.,  or  to  any  individual  or  organization  in  which  it  is  interested,  any  further 
interest  in  any  such  plants,  at  least  untU  the  pending  suit  shall  have  been 
finally  determined." 

The  Surplus  Property  Administrator,  in  his  answer  of  August  14,  stated  "no 
action  of  the  type  you  refer  to  will  be  taken  without  full  consultation  with  your 
department." 

At  the  time  that  the  Attorney  General's  letter  was  written  to  the  Surplus 
Property  Administrator,  the  Government's  suit  against  the  Aluminum  Co  of 
America  was  on  appeal  before  the  United  States^  CJrcuit  Court  of  Appeals  for 
the  Second  Circuit.  I  write  now  to  inquire  whether  after  the  determination  of 
that  appeal,  it  is  still  the  view  of  the  Department  of  Justice  that  no  Government- 
owned  aluminum  plants  shall  be  disposed  of  either  by  sale  to  the  Aluminum  Co. 
or  by  extension  of  existing  leases  in  such  a  manner  as  to  continue  the  Aluminum 
Co.  s  control  subsequent  to  the  termination  of  the  war  emergency. 
Very  truly  yours, 

W.  Stuart  Symington, 
^^_^^  Chairman. 

Office  of  the  Attorney  General 

„       „^  ^  ^  Washington,  D.  C,  September  11,  191,5. 

Hon.  W.  Stuart  Symington, 

Chairman,  Surplus  Property  Board,  Washington,  D.  C. 
My  Dear  Mr  Chairman:  I  have  your  letter  in  which  you  inquire  as  to  the 
legality,  from  the  standpoint  of  the  antitrust  laws,  of  the  disposal  of  any  Gov- 
ernment-owned aluminum  plants  by  sale  or  lease  to  the  Aluminum  Co.  in  such 
a  manner  as  to  continue  Aluminum  Co.'s  control  subsequent  to  the  termination 
of  the  war  emergency. 

On  March  12  1945,  the  special  court,  sitting  as  the  final  court  of  appeal  for 
the  antitrust  aluminum  case,  held  that  at  the  time  the  suit  was  brought  the 
Aluminum  Co.  had  an  illegal  monopoly  over  the  aluminum  ingot  market  '  The 
court,  however,  deferred  judgment  as  to  what  form  of  relief  might  be  required 
It  pointed  out  that  prior  to  the  disposal  of  the  Government-owned  aluminum 
plants  after  the  war,  no  one  could  forecast  what  would  be  the  competitive  situa- 
tion in  the  industry.  The  court  stated  that  the  Government  might  "be  able  to 
transfer  all  of  the  Government-owned  plants  "to  persons  who  can  effectively 
compete  with  Alcoa ;  it  may  be  able  to  transfer  some ;  conceivably,  it  may  be 
unable  to  dispose  of  any." 

Furthermore,  the  court  regarded  the  objectives  and  powers  provided  in  the 
Surplus  Property  Act  of  1944  as  an  additional  reason  for  delaying  its  own 
determination  of  what,  if  any,  kind  of  dissolution  might  be  required  of  Alcoa 

It  IS  my  judgment  that,  as  a  general  rule,  the  disposal  of  any  Government- 
owned  aluminum  plant  to  Alcoa  would  be  violative  of  the  antitrust  laws,  unless 
such  disposal  were  accompanied  by  suitable  divestiture  of  properties  now  owned 
by  Alcoa  to  the  extent  necessary  to  create  competition.  As  you  know  it  is  not 
the  practice  of  the  Departn.ent  to  give  general  opinions  on  disposal  matters 
anent  a  particular  disposal  program  of  specified  plants.  The  position  of  Alcoa 
however,  is  unique  in  that  court  action  as  to  divestiture  has  been  expressly 
deferred  in  order  that  the  court  may  determine  what  efifact  Government  dis- 
posals have  upon  competition  in  this  industry.  Therefore,  any  Government  dis- 
posal which  does  not  increase  competitive  conditions  will  make  more  necessary 
the  ultimate  dissolution  or  rearrangement  of  Alcoa. 


The  opinion  of  the  court  implicitly  recognizes  that  disposals  ^o  Alcoa  may  be 
poSbleTsufficLitly  compensated  for  by  the  divestiture  from  Alcoa  of  other 

P^Sr^r*   %^^!i.'Z  f^oTLi,^  be  left  as  it  was;  If ^^^P^^t  -ight  have 
to  be  dissolved;  if  dissolved,  the  dissolution  Y^^l^.^^fP^^^^^P^^^^^^^^^ 

^i^S  "nf  course  be  glad  to  consider  further  the  specific  application  o£  the 
antUrtt'laws  to  the  mstsal  of  any  particular  aluminum  plants. 

Sincerely  yours,  ^^^  Clark,  Attorney  General. 

Creek  alumina  plant 


Pounds  produced      RFC  profit 


Tfoutdale.. 

Meade 

Jones  Mills. 


Hurricane  Creek. 


262, 104, 000 
461,  358, 000 
346, 540. 000 


1,070,002,000 
2,425,000,000 


$4,924,000 
10, 066. 000 
14.974,000 


19,964.000 
21,220,000 


1  This,  after  paying  $4,738,000  excess  power  cost  above  3  mills. 

Senator  Kevercomb.  Mr.  Chairman,  may  I  request  that  at  this  point 
in  the  record  there  be  inserted  the  contract  of  lease  between  RFC 
and  Alcoa  on  the  leasing  of  plants,  with  particular  reference  to  the 

cancellation  clause  ?  u^K«f+^,.  4^,.r»m 

Senator  O'Mahoney.  May  I  suggest,  SenatoiMt  may  be  bettei ,  fiom 
the  point  of  view  of  the  printed  hearings,  if  that  yere  to  appear  at 
the  close  of  today's  proceedings  rather  than  in  the  text  at  this  point. 

Senatoi  EE^^.RCOMB.  Just  so\  may  be  included  m  the  record  before 
us,  as  an  appendix  or  in  the  body,  as  you  wish. 

Senator  O'Mahoney.  That  may  be  done. 

(The  termination  provisions  of  the  agreement  of  lease,  entered  into 
by  the  Defense  Plant  Corporation  and  Alcoa,  appear  m  this  record, 

^'  Mr^  Troy.  What  reason  was  given  by  Alcoa  for  the  cessation  of 
activities  in  these  plants  on  a  yearly  basis  upon  ^^  eO-'Jay^cancellation- 
clause  basis?  What  was  their  finite  reason  for  that?  .  They  had  the 
opportunity  of  continuing  operating  on  a  yearly  basis  on  a  60-d^y 
cancellation  clause,  which  was  offered  to  them  by  the  Government,  as 
I  recollect.   I  wondered  what  their  definite  answer  to  that  was ' 

Mr.  Symington.  With  respect  to  that  question,  Mr.  Chairman,  i 
think  Mr.  Husbands  should  answer  it. 
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Mr.  Husbands.  I  didn't  hear  the  question. 

Mr.  Troy.  The  question  was,  What  was  the  finite  reason  given  by 
Alcoa  for  not  wishing  to  continue  to  operate  the  plants  on  a  60-day- 
cancellation-clause-agreement  as  was  offered  to  them  by  your  own  KFC 
on  a  yearly  contract  basis  ? 

Mr.  Husbands.  I  think  that  is  covered  in  Alcoa's  reply  which  is 
in  the  report  here.  I  have  the  impression  that  they  say  that  60  days' 
notice  was  too  short  a  period. 

Mr.  Troy.  Would  they  have  considered  90  days,  then  ? 

Mr.  Husbands.  I  really  couldn't  say. 

Senator  O'Mahoney.  Mr.  Wilson,  do  you  care  to  give  an  answer  to 
that  question  ? 

IMPOSSIBLE   TO   OPERATE   PLANT   AGAINST   ANY   HAZARD   SUCH   AS    60-DAY 

CANCELLATION  CLAUSE 

Mr.  Wilson.  Yes ;  and  I  think  I  will  cover  this  point  when  I  ap- 
pear before  the  committee,  Senator.  But  there  is  no  reason  why 
we  shouldn't  make  it  clear  now,  that  any  60-,  90-,  or  120-day  cancella- 
tion would  not  have  permitted  us  to  program  the  operations  of  these 
plants,  the  obtaining  of  the  raw-material  supplies, 'labor,  as  well  as 
the  operations  and  sale  of  the  product.  It  is  just  impossible  to  operate 
plants  of  this  character  on  any  hazard  of  a  69-,  90-,  or  120-day  with- 
drawal of  the  plant  from  operation. 

Mr.  Anderson.  May  I  ask  a  question,  Mr.  Chairman  ? 

Senator  O'Mahoney.  Yes;  Dr.  Anderson. 

Mr.  Anderson.  Mr.  Wilson,  in  the  proposal  of  BFC  that  you  con- 
tinue operations  on  a  60-day-cancellation  basis,  weren't  the  provisions 
of  the  contracts  which  had  been  in  force  up  to  that  moment  still  to 
prevail,  and  you  would  be  fully  indemnified  for  any  losses  that  might 
occur  because  of  cancellation  ? 

Mr.  Wilson.  I  am  not  sure  I  get  the  question.  Dr.  Anderson. 

Mr.  Anderson.  I  understand  the  proposal  that  KFC  made  to  you 

geople  was  that  you  continue  operations  on  a  60-day-cancellation  basis. 
[y  question  then  is  whether,  if  you  had  done  so,  wouldn't  the  other 
provisions  of  the  then  existing  contracts  have  been  in  force  and  you 
would  have  been  fully  indemnified  had  you  sustained  any  losses  as  a 
result  of  cancellation  ? 

Mr.  Wilson.  I  think  the  answer  to  that  is  "No." 

Mr.  Anderson.  I  wonder  if  Mr.  Husbands  has  the  answer? 

Mr.  Husbands.  That  question  is  pretty  quick.  Under  our  contract, 
as  you  know,  the  RFC  was  required  to  stand  all  losses  of  operation, 
if  any ;  and  your  question  is,  Were  we  to  terminate  the  contract  and  as 
a  result  there  was  a  loss,  would  the  RFC  stand  it  ? 

Mr.  Anderson.  Right. 

Mr.  Husbands.  Without  a  detailed  analysis  of  the  question,  it  oc- 
curs to  me  that  the  RFC  would  stand  that  loss. 

Senator  O'Mahoney.  It  occurs  to  the  Chairman  that  perhaps  we 
are  getting  two  subjects  a  little  mixed  at  this  moment.  Mr.  Syming- 
ton was  here  to  testify  about  the  report  of  the  Surplus  Property  Ad- 
ministration with  respect  to  the  disposal  of  these  plants.  The  details 
of  what  has  transpired  in  the  past  can  probably  better  be  covered 
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when  Mr.  Husbands  comes  to  the  stand  and  later  when  Mr.  Wilson, 
for  the  Aluminum  Co.  of  America  undertakes  to  give  the  picture. 

Yesterday,  as  we  were  closing.  Senator  McClellan  was  also  directing 
some  questions  to  Mr.  Symington,    I  observe  the  Senator  here  now. 

Do  you  care  to  ask  any  questions,  Senator  ? 

Senator  McClellan.  I  would  like  to  resume,  Mr.  Chairman. 

Senator  O'Mahoney.  Very  well.  . 

Senator  McClellan.  Mr.  Symington,  along  the  line  of  questioning 
yesterday,  and  it  somewhat  ties  in  with  the  questions  that  have  ]ust 
been  asked  regarding  the  cancellation  of  this  contract,  what  I  wanted 
to  determine  was  this:  Prior  to  the  time  that  you  wrote  the  letter 
notifying  them  of  cancellation  or  termination  of  the  contract,  did  your 
office "^or  Mr.  Husbands'  office  have  any  discussion  with  Alcoa,  prior  to 
the  issuance  of  that  letter,  with  a  view  to  determining  whether  any 
satisfactory  arrangements  could  be  worked  out  to  operate  the  plants 

during  the  interim  ?  •  i    .  i 

Mr.  Symington.  Yes,  Senator.  We  discussed  this  matter  with  the 
Aluminum  Co.  of  America  shortly  before  the  letter  was  written. 

Senator  McCi^llan.  At  that  time  did  you  discuss  with  them  the 
possibility  of  working  out  some  satisfactory  arrangement  so  that  the 
plants  might  be  kept  in  operation?  .         i.    , 

Mr.  Symington.  Now  we  get  back  into  the  question  of  the  actual 
negotiation  or  trade,  which  would  be  the  RFC,  sir.  But  it  is  my 
recollection  that  that  was  discussed  with  them,  and  that  they  decided 
that  they  did  not  want  to  go  ahead  with  the  lease.  On,  I  think  it  was 
Monday,  the  27th  of  August,  some  of  us  met  with  the  head  of  the 
aluminum  corporation  and  told  him  that  because  the  figures  had  just 
been  compiled  to  show  that  we  were  justified  in  canceling  the  lease, 
and  if  we  didn't  do  it  at  that  time  we  could  not  do  it  later,  therefore, 
we  had  to  do  it ;  nevertheless,  we  would  be  glad  to  sit  down  with  him 
after  the  letter  was  written  and  discuss  how  we  could  keep  the  plants 
going. 

OPERATION   OF  PLANTS  TO  PREVENT  UNEMPLOYMENT  COULD  BE  ONLY  BY 
EXECUTIVE  BRANCH  AFTER  ACTION  BY  CONGRESS 

Senator  O'Mahoney.  Pardon  me.  Senator.  I  was  just  about  to 
remark  that  it  strikes  the  chair  that  the  problem  before  the  RFC,  and 
before  the  Surplus  Property  Board,  was  clearly  defined  by  the  statutes 
under  which  they  were  operating.  The  Defense  Plant  Corporation 
was  authorized  to.  build  plants  and  contract  for  their  operation  solely 
for  the  purpose  of  producing  aluminum  for  purposes  of  war,  and  the 
Surplus  Property  Board  was  under  instructions  from  the  Congress  to 
work  out  a  program  for  the  disposal  of  plants  which  were  no  longer 
necessary  for  the  production  of  material  for  war.  No  authority,  as  I 
understand  it,  was  conveyed  in  any  statute  to  any  department  or  agency 
of  the  Government  to  make  contracts  for  continuing  employment.  In 
other  words,  it  would  have  been  altogether  beyond  the  legal  powers 
of  RFC  or  of  the  Surplus  Property  Administration  to  make  contracts 
with  Alcoa  or  anybody  else  to  operate  plants  to  produce  materials  no 
longer  needed  for  the  war,  and  the  production  of  which  could  be  justi- 
fied only  upon  the  ground  that  they  should  be  operated  for  the  purpose 
of  making  work,  making  employment.    It  strikes  the  chair  that  if  it 
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should  be  the  policy  of  Congress  to  authorize  any  agency  of  the  Gov- 
ernment to  run  these  plants  so  as  to  prevent  unemployment,  that  could 
be  done  by  the  executive  arm  of  the  Government  only  after  Congress 
had  passed  a  statute  to  that  effect. 

Senator  McClellan.  Do  I  understand  the  chairman,  then,  to  state 
that  under  his  interpretation  of  the  law,  the  RFC  or  the  Suplus  Prop- 
erty Board,  then,  had  no  authority  to  make  the  offer  even  to  permit 
them  to  continue  to  operate  on  a  CO-day  basis  ? 

Senator  O'Mahoney.  No;  1 

Senator  McClellan.  They  either  had  the  authority  or  they  did  not 
have  it.  Are  you  contending  they  did  not  even  have  the  authority  to 
make  the  60-day  offer  ? 

Sanator  O'Mahoney.  No;  I  think  that  authority  is  clear  in  the 
statute. 

Senator  McClellan.  If  they  had  authority  to  make  it  on  a  60-day 
basis,  they  certainly  had  authority  to  make  it  a  6-month  basis. 

Senator  O'Mahoney.  That  is  a  fact  which  can  be  developed  from  a 
detailed  examination  of  the  contracts  and  the  law. 

Senator  McClellan.  I  didn't  think  there  was  any  question  about  it. 
I  didn't  think  they  usurped  any  authority  in  offering  to  continue  on  a 
60-da3^  basis ;  and  if  they  have  not,  then  I  don't  know  of  any  provision 
of  law  that  would  keep  them  from  making  it  on  a  6-month  basis.  That 
is-what  I  was  trying  to  determine. 

Senator  OMahoney.  Now,  we  are  coming  again  to  the  detailed  ques- 
tion, which  I  think  can  best  be  handled  by  the  EFC  when  the  RFC 
comes  to  the  stand  to  tell  the  story  of  these  contracts. 

Senator  McClellan.  There  is  one  other  question  I  wanted  to  pursue 
here. 

Senator  Revercomb.  Before  you  start  that,  let  me  make  this  state- 
ment. 

I  am  impressed  with  this,  Mr.  Chairman,  in  view  of  your  statement, 
that  there  seems  to  be  a  difference  of  opinion  or  feeling  about  this 
matter  between  the  chairman  and  Mr.  S3'mington.  Mr.  Symington 
said  yesterday  in  his  testimony  that  he  was  very  reluctant  to  cancel 
these  contracts  and  close  plants  and  throw  people  out  of  work ;  that  he 
didn't  want  to  do  it.  That  was  a  consideration  with  him,  and,  I  feel, 
a  very  proper  one. 

The  point  that  I  have  been  driving  at  is  this :  Why  did  you  do  it, 
when  it  was  unnecessary?  That  is  the  thing  that  I  have  been  trying 
to  develop.  Why  not  let  the  plants  go  on  and  operate,  if  you  needed 
some  of  this  aluminum  ? 

Senator  O'Mahoney.  Perhaps  Mr.  Symington  ought  to  be  per- 
mitted to  answer. 

Senator  Revercomb.  I  think  Mr.  Symington  has  given  his  answer. 
I  say  that  was  the  point  of  my  inquiry. 

Senator  O'Mahoney.  Do  you  care  to  amplify  it  ? 

Mr.  Symington.  No,  sir. 

Senator  McClellan.  Yesterday,  Mr.  Symington,  you  made  refer- 
ence to  the  fact  that  at  Hurricane  Creek,  if  the  operation  of  it  was 
continued  by  Alcoa,  and  it  continued  to  produce  alumina,  while  it 
would  afford  a  continuing  employment  in  that  community  it  would 
bring  about  a  correspondmg  reduction  in  employment  in  their  other 
plants.    I  believe  you  made  that  statement  yesterday,  and  that  you 


had  to  think  in  terms  of  employment  throughout  the  country  rather  » 
than  with  respect  to  he  local  community  there;  is  that  correct? 

Mr.  Symington.  I  don't  think  we  localized  it  entirely  to  Hurricane 
Creek,  sir.  We  localized  it  to  that  group  of  plants,  not  just  to  Hurri- 
cane Creek,  as  I  remember  it.  .  ,      , 

Senator  McClellan.  Well,  under  this  arrangement,  certainly  the 
Hurricane  Creek  plant  and  the  laborers  there  at  that  plant  have  been 
made  the  full  victims  of  the  impact  of  such  unemployment  as  may  re- 
sult from  a  reduction  iri  the  production  of  alumina. 

This  was  what  I  had  in  mind,  and  whether  it  was  taken  into  con- 
sideration :  Assuming  the  plant  was  only  operating  on  a  40-percent 
capacity,  if  all  of  their  plants  were  operating  at  about  40-percent 
capacity  then  the  spread  of  unemployment  or  the  impact  from  reduc- 
tion in  production  would  have  been  spread  generally  throughout  the 
country ;  whereas,  now  it  has  been  localized  at  this  particular  plant. 
And  it  does  seem  to  me  that  there  could  not  have  been  any  fairer  way 
to  have  done  it,  from  the  standpoint  of  employment,  than  to  have  kept 
all  the  plants  operating  at  a  comparatively  reduced  production. 

Mr.  Symington.  I  would  like  to  answer  that  in  this  way,  sir,  that 
there  was  this  in  support,  in  our  opinion,  of  the  Hurricane  picture, 
from  the  standpoint  of  effort  to  obtain  competition  in  the  industry, 
that  the  Hurricane  Creek  plant  would  go  down  anyway. 

Senator  McClellan.  Were  you  told  by  the  Reynolds  Co  that  they 
would  not  consider  taking  over  the  plants  or  negotiating  for  them  in 
any  way  until  and  unless  Alcoa  was  placed  entirely  out  of  the  picture 
and  dispossesed  of  the  plant  ? 

Mr.  Symington.  I  don't  think  we  wei^e  told  that,  but  we  knew  that 
we  could  not  negotiate  a  lease  for  a  plant  if  another  company  had  a 
contract  on  it. 

REASONS  FOR  CANCELING  ALCOA  CONTRACT  W^AS  IN  INTEREST  OF  COMPETITION 

IN  INDUSTRY 

Senator  McClellan.  That  is  the  real  reason  for  your  wanting  to  get 
Alcoa  out  of  the  picture  at  the  time  that  cancellation  was  made;  is  that 

correct?  i  •  j 

Mr.  Symington.  The  real  reason  we  wanted  to  get  Alcoa  out  instead 
of  waiting  for  2  years  to  get  them  out  was  because  we  understood  that 
it  was  our  mandate  to  create  competition  in  the  industry,  and  we 
couldn't  create  it  unless  we  had  other  people  who  were  willing  to  bid 
on  several  plants,  including  Hurricane  Creek. 

Senator  O'Mahoney.  That  was  the  direction  of  the  Surplus  Prop- 
erty Act,  was  it  not  ? 

Mr.  Symington.  Yes,  sir. 

Senator  McClellan.  And  you  did  ascertain  that  you  could  not  carry 
on  negotiations  for  the  sale  or  lease  of  the  plants  with  others  that  might 
be  interested  as  long  as  Alcoa  was  operating  the  plants  ? 

Mr.  Symington.  Well,  Senator,  you  can  carry  on  any  kind  of 
negotiation  at  any  time,  sir,  but  it  would  seem  a  little  theoretical  to 
negotiate  for  a  plant  when  you  knew  you  could  not  consummate  the 
negotiation. 

Senator  McClellan.  When  you  could  not  actually  deliver  at  the 
time. 
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Mr.  Symington.  Yes. 

Senator  McClellan.  Therefore,  you  were  trying  to  keep  from 
being  tied  up  for  another  2  years  ? 

Mr.  Sy]viington.  Yes. 

Senator  McClellan.  But  pending  that  you  did  offer  an  interim 
operation  contract  for  the  limited  time  of  60  days  ? 

Mr.  Symington.  Yes,  sir. 

Senator  McClellan.  And  you  did  not  feel  that  you  could  make  that 
cancellation  provision  in  the  interim  contract  longer  than  the  60-day 
period  ? 

Mr.  Symington.  We  would  have  done  that  if  there  had  been  any 
kind  of  a  proposition  made  to  us. 

Senator  McClellan.  Was  there  any  discussion  with  reference  to 
that  interim  period  of  cancellation  prior  to  the  time  you  wrote  the 
letter? 

Mr.  Symington.  Yes,  sir ;  there  had  been. 

Senator  Revercomb.  Did  you  indicate  that  you  would  have  made  a 
contract  with  a  longer  cancellation  period  than  60  days  with  Alcoa  ? 

Mr.  Symington.  Senator,  we  are  getting  back  now  into  the  details 
of  the  actual  negotiations,  so  I  would  like  for  Mr.  Husbands  to  an- 
swer that  question,  if  you  will  permit  me. 

Mr.  Husbands.  I  was  not  present  at  any  discussions  just  prior  to  the 
notice,  or  after  the  notice. 

Senator  Revercomb.  Who  was  present  ? 

Mr.  Husbands.  I  think  Mr.  Goodloe. 

Mr.  Goodloe.  I  was  present,  and  Mr.  Cox. 

Mr.  Husbands.  Mr.  Goodloe  and  Mr.  Cox  were  present. 

Senator  Revercomb.  Mr.  Symington  has  said  that  they  would  have 
made  a  contract  with  a  longer  termination  period  than  60  days.  I 
want  to  know  if  the  other  party  who  was  dealing  knew  that  they 
would?  Did  anybody  advise  them  that  they  would  make  a  contract 
with  a  longer  termination  period  than  60  days  ? 

Mr.  Goodloe.  Yes,  we  discussed  60  days,  90  days,  120  days,  and  even 
1  year. 

Senator  Revercomb.  One  year  what ;  1  year  notice  of  termination  ? 

Mr.  Goodloe.  Yes.  No  such  offer  was  made,  but  their  reaction  to  a 
renewal  lease  with  a  termination  notice  of  90  days  or  120  days,  or 
even  1  year,  was  discussed  with  Mr.  Hickman,  counsel  for  Alcoa,  when 
he  came  to  discuss  the  notice  of  termination  on  September  7. 

ALCOA  "could  not"  OPERATE  ON  60-DAY  OR  EVEN  12  0-DAY  TERMINATION 

PERIOD,  ALCOA  REPRESENTATIVES  ASSERT 

Mr.  Hickman.  I  am  the  man  who  was  present  at  this  conference 
with  Mr.  Goodloe.  It  is  my  recollection  that  this  conference  took 
place  after  we  had  been  notified  of  the  cancellation  and  had  replied. 
I  delivered  the  letter,  and  at  the  time  I  delivered  the  letter  acquiesc- 
ing in  the  cancellation,  a  discussion  with  Mr.  Goodloe  took  place.  He 
said  then  that  he  would  be  willing  to  take  up  with  his  people  the 
possibility  of  extending  the  cancellation  period  to  90  days  or  even 
to  120,  if  we  insisted  on  it.  He  said  he  had  no  assurance  that  that 
would  be  satisfactory,  but  he  would  be  willing  to  negotiate  between 
60  and  120  days.    I  told  him  that  I  was  sure  that  our  people  could  not 


operate  on  a  120-day  basis  any  more  than  they  could  on  a  60-day 
basis.  I  have  no  recollection  at  all  that  there  was  ever  any  discus- 
sion of  a  1-year  cancellation. 

Senator  O'Mahoney.  Did  you  make  any  ofier« 

Mr.  Hickman.  No,  this  all  took  place  after  the  cancellation  had 
been  served  upon  us  and  we  had  accepted  it. 

Senator  O'Mahoney.  In  other  words,  after  the  cancellation  notice 
had  been  served  upon  you,  the  Aluminum  Co.  did  not  make  any  offer 
to  continue  operation  under  any  basis? 

Mr.  Hickman.  We  did  not.  i      i.     j 

Senator  O'Mahoney.  Let  me  see  if  the  chair  correctly  understands 
the  facts  as  divorced  from  any  ideological  objective. 

First,  the  contracts  were  made  by  Defense  Plant  Corporation  or 
RFC  with  Aluminum  Co.  for  the  purpose  of  manufacturing  aluminum 
for  the  w3-r,  terminating  as  of  sometime  in  1948,  is  that  right  i 

Mr.  Husbands.  At  various  dates.  They  ran  for  6  years  from  date 
of  completion  of  the  various  plants,  but  the  termination  would  be  m 

1947  or  1948.  .    .      xu  ^     ^• 

Senator  O'Mahoney.  And  these  war  contracts  for  the  production 
of  war  materials  were  made  by  your  agency  for  5-year  periods  termi- 
nating in  1947  and  1948? 
Mr.  Husbands.  That  is  correct.  ,  .        ,  ,      . 

Senator  O'Mahoney.  And  the  thought  in  making  those  contracts 
tei^minable  at  a  definite  time  was  that  if  the  war  were  over  and  the 
need  for  such  production  were  ended,  the  contracts  would  end;  is 
that  right? 

contracts  were  terminated  because  "production  dropped  below  40 

PERCENT  OF  TOTAL" 

Mr.  Husbands.  The  contracts.  Senator,  were  for  5  years,  with  a 
provision  that  if  production  dropped  below  40  percent  for  a  period  of 
6  months,  they  could  be  terminated. 

Senator  O'Mahoney.  Did  not  the  contracts  also  carry  a  clause  that 
they  were  terminable  hj  the  Government  upon  notice? 

Mr.  Husbands.  No,  sir. 

Senator  O'Mahoney.  They  did  not? 

Mr.  Husbands.  No,  sir. 

Senator  O'Mahoney.  Under  what  authority  were  contracts  ter- 
minated, then  ?  . 

Mr.  Husbands.  Because  the  production  dropped  below  40  percent 

of  the  total.  , 

Senator  O'Mahoney.  The  dropping  of  the  production  below  40 
percent  of  the  total  was  due,  was  it  not,  to  the  rescession  of  demand 
because  of  the  lessened  demand  of  the  war  ? 

Mr.  Husbands.  That  is  correct,  sir. 

Senator  O'Mahoney.  So  that  actually,  as  a  matter  of  fact  this  ter- 
mination clause  was  to  protect  the  Government  against  continuing  op- 
eration for  the  production  of  material  no  longer  needed? 

Mr.  Husbands.  That  is  correct,  sir. 

Senator  O'Mahoney.  Then  the  second  fact  is  that  Congress,  m  pass- 
ing the  Surplus  Property  Act,  instructed,  the  Surplus  Property  Ad- 
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ministration  to  dispose  of  all  war  plants  in  such  a  manner  as  to  re- 
establish a  competitive  economy;  is  that  not  correct? 

Mr.  Symington.  That  is  correct,  sir. 

Senator  Rew.rcomb.  May  1  interrupt  and  say  that  there  were  sev- 
eral purposes  expressed. 

Senator  O'Mahoney.  Oh,  yes. 
.    Senator  Revercomb.  One  was  to  foster  free  enterprise. 

Senator  O'Maiioney.  Surely,  and  one  was  to  suppress  monopoly. 

Senator  Revfrcomb.  Right. 

Senator  O'Mahoney.  So  that  there  were  several  objectives. 

Was  there  anywhere,  in  any  law  or  in  any  contract,  a  provision  by 
which  any  arm  of  the  Government  could  operate  these  plants  for 
the  purpose  of  stock-piling  the  product? 

Mr.  Husbands.  No,  sir. 

Senator  O'Mahoney.  Are  there  any  other  questions? 

Mr.  Troy.  I  just  wanted  to  point  but  that  enhancing  the  value  of 
these  plants  was  the  fact  that  they  be  kept  in  operation,  in  view  of 
the  fact  that  a  plant  in  operation  is  much  more  competitive  at  the 
start  than  it  is  when  it  starts  from  scratch  or  behind  scratch. 

Senator  O'Mahoney.  In  other  words,  it  would  be  easier  to  dispose 
of  the  plant  if  it  were  operating  than  if  it  were  closed? 

Mr.  Troy.  Very,  very  much  easier. 

Mr.  Symington.  May  I  add  one  more  point  ? 

Senator  O'Maptoney.  Yes. 
.  Mr.  Symington.  Perhaps  some  people  feel  that  we  were  arbitrary 
m  the  cancellation  of  these  leases.  We  felt  that  it  was  our  job  to  get 
competition  m  the  industry  if  we  could,  and  we  didn't  see  how  we 
could  do  that  if  we  a^eed  witli  Alcoa, that  they  should  keep  the 
\ej  plants  or  if  we  didn't  try  to  get  released  from  these  leases  so  we 
could  trade  with  other  people. 

As  a  result  of  the  way  the  situation  worked  out,  we  couldn't  see 
why  they  wouldn't  have  been  willing  to  go  along  with  us  in  a  friendly 
spirit  to  get  these  plants  free  of  these  leases,  especially  as  it  looked 
as  if  the  plants  were  not  required  to  satisfy  any  demand  that  came 
after  the  war.  If  we  could  have  gone  along  on  that  basis,  we  would 
have  had  the  double  advantage  of  getting  the  cancellation  and  main- 
taining emplovment,  at  least  for  a  period. 

Senator  O'Mahoney.  Are  there  any  other  questions? 

Senator  McClellan.  I  just  want  to  mention  the  purposes  and 
objectives  of  the  act.  One  of  the  purposes  is  "to  encourage  and  foster 
postwar  employment  opportunities."  That  is  one  reason  why  I  think 
they  did  have  authority  to  continue  the  operation  of  these  plants 
under  lease,  so  as  to  take  into  account  the  continuation  of  employment 
opportunities  in  this  postwar  period. 

Senator  O'Mahoney.  Well,  I  think.  Senator,  that  that  was  not 
intended  to  imply  that  the  Government,  at  Government  expense,  out 
of  the  deficit,  should  continue  to  operate  plants. 

Senator  McClellan.  But  these  plants  were  not  being  operated  at 
a  loss  to  the  Government. 

Senator  O'Mahoney.  That  might  have  been  the  result  if  we  had 
<;ontinued  to  produce. 

Are  there  any  other  questions?    Senator  Wherry? 


ALUMINUM  COMPANIES  DESCRIBED  AS  "nOT  COOPERATIVE"  IN  MAINTAINING 

LEASES 

Senator  Wherry.  Did  I  understand  you  to  say  just  a  moment  ago 
that  if  Alcoa  had  gone  along  with  the  Surplus  Property  Administra- 
tion in  a  friendly  way,  the  leases  might  have  been  worked  out  in  a 
different  way  or  you  could  have  arbitrated  so  they  could  have  con- 
tinued operating  these  plants  ?     Was  that  your  statement  ? 

Mr.  Sy]mington.  May  I  restate  it  to  be  sure? 

Senator  Wherry.  Yes.  i    j       i. 

Mr  Symington.  It  seemed  to  us  that  we  could  have  worked  out 
these  leases  on  a  basis  that  would  have  been  good  business,  and  at 
the  same  time  would  have  maintained  the  plants  at  least  for  a  period ; 

^^Senator  Wherry.  But  they  were  not  unfriendly,  were  they  ?  From 
our  former  testimony  I  understood  that  Alcoa  and  the  Reynolds 
people  were  very  anxious  to  work  out  the  policy.    Have  they  been  or 

have  they  not  been ?  -,  u     £  •     J^    ^y 

Mr  Symington.  I  would  like  to  withdraw  the  word  "unfriendly, 
if  you  think  it  is  important ;  but  I  will  say  they  were,  putting  it  mildly, 
not  cooperative  in  maintaining  tne  leases,  as  evidenced  by  the  testi- 
mony already  given.  ,    -.      ,    •  .     t 

Senator  Wherry.  That  was  one  thing  I  wanted  to  bring  out.  I  am 
tryinor  to  find  out  if  you  have  made  every  effort  with  Alcoa  and  the 
Reynolds  people  to  work  out  the  problems  of  the  lease  or  the  purchase 
of  these  plants?  Have  you  offered  them  every  opportunity  to  come 
in  and  talk  it  over  with  you  and  try  to  iron  out  a  plicy  that  might  be 
agreeable  to  the  Surplus  Property  Administrator  and  these  privately 

owned  plants?  ,,t,         ^i^j-       u* 

Mr  Symington.  Senator,  again  we  don  t  do  the  actual  trading,  but 
it  is  my  impression  that  all  the  roads  were  open  to  make  arrangements 
to  go  on  with  the  business  if  they  wanted  to  do  it. 

Senator  Wherry.  Have  you  ever  talked  it  over  with  themlJ 

Mr.  Symington.  Yes,  sir. 

Senator  Wherry.  How  many  times  ?  n       -q 

Mr.  Symington.  Are  you  speaking  of  me  personally,  sir? 

Senator  Wherry.  Yes,  sir.  How  many  times  have  you  talked  with 
Alcoa  or  Reynolds  about  any  proposition  they  might  have  had  i 

Mr.  Symington.  I  have  talked  with  Mr.  Davis  once,  myself. 

Senator  Wherry.  Who  is  Mr.  Davis? 

Mr.  SY3IINGT0N.  He  is  the  head  of  the  Aluminum  Co. 

Senator  Wherry.  Did  you  talk  to  Reynolds? 

Mr.  Symington.  I  have  talked  to  Mr.  Reynolds  and  his  people  a 

good  many  times.  ^    .  ,  v  ^u     j; 

Senator  Wherry.  What  was  the  outcome  of  either  one  or  both  ot 

the  discussions  with  those  companies,   and  the  propositions  they 

Mr.'  Symington.  Senator,  sir,  if  I  may  say,  I  think  Mr.  Husbands 
could  answer  as  to  the  actual  trading.  My  conversations  had  to  do 
with  policy,  where  we  pointed  out  to  Mr.  Davis  that  we  had  to  cancel 

Senator  Wherry.  Then  your  visit  with  the  aluminum  people  was 
simply  to  notify  them  that  they  could  not  continue? 
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Mr.  Symington.  Plus  the  fact  that  we  had  a  discussion  as  to 
whether  there  was  any  way  we  could  go  ahead. 

Senator  Wherry.  And  what  did  they  offer  to  do?    Anything? 

Mr.  Symington.  A  later  discussion  came  afterward  with  the  coun- 
sel for  the  Surplus  Property  Board  and  the  counsel  for  the  RFC,  and 
you  have  heard  the  testimony  with  respect  to  that. 

Senator  Wherry.  So  the  only  opportunity  they  have  had  to  dis- 
cuss a  policy  has  been  in  decentralizing  the  aluminum  business,  and 
It  hasn't  run  to  the  leasing  or  purchase  of  any  of  these  plants? 

Mr.  Syiviington.  Well,  the  discussion  very  definitely  did  go  to  the 
future  leasing,  provided  they  would  lease  them  on  the  Government's 
terms  instead  of  their  own  terms. 

Senator  Wherry.  Did  any  prospective  buyers  evidence  any  interest, 
either  the  Aluminum  Co.  of  America  or  Reynolds,  in  purchasing  some 
of  these  plants  before  this  leasing  proposition— I  call  it  subsidy  pro- 
gram— was  initiated  ? 

Mr.  Symington.  I  don't  think  I  have  been  in  this  picture  long 
enough  to  answer  that  definitely. 

Senator  Wherry.  I  would  like  to  know  that— whether  there  was  any 
chance  to  dispose  of  these  plants  prior  to  the  announced  policy  of  the 
leasing  provisions  that  were  stated  here  yesterday.  Does  Mr.  Husbands 
know  that  ? 

NO  PROPOSALS  TO  BUY  PLANTS  SUBMrTTED;   THREE   COMPANIES  DISCUSSED 

LEASING 

Mr.  Husbands.  I  think  I  can  answer  that.  We  have  never  had  any- 
one make  a  proposition  to  buy  these  plants.  We  have  discussed  with 
three  people  the  question  of  leasing  the  plants,  other  than  Alcoa 
Alcoa  has  never  made  the  RFC  a  proposition  to  buy  the  plants  but  I 
understand  they  wrote  Mr.  Symington  a  letter— I  don't  think  I  have 
ever  seen  the  letter— in  which  they  made  certain  offers  to  acquire 
certain  facilities. 

Senator  O'Mahoney.  Mr.  Husbands,  these  questions  and  answers 
seem  to  be  going  upon  the  assumption  that  a  door  has  been  closed. 
Iherefore,  let  me  ask  you,  when  does  the  cancellation  take  effect? 

Mr.  Husbands.  November  1. 

Senator  O'Mahoney.  So  that  the  cancellation  has  not  become  effec- 
tive as  yet  ? 

Mr.  Husbands.  No,  sir. 

Senator  O'Mahoney.  The  opportunity  is  still  present,  then,  for 
Alcoa  or  Reynolds,  or  any  other  organization  desiring  to  acquire  these 
leases,  to  make  an  offer  ? 

Mr.  Husbands.  That  is  correct,  sir. 

Senator  O'Mahoney.  Does  Alcoa  desire  to  make  an  offer,  may  I  ask 
you,  Mr.  Wilson  ?  "^ 

Mr.  Wilson.  I  think  that  tlie  tenor  of  the  discussion  by  the  Surplus 
Property  Admmistrator  and  the  Department  of  Justice,  Mr  McGran- 
ery,  yesterday,  has  indicated  to  the  hearing  that  we  haven't  been  given 
any  encouragement  as  yet  that  any  offer  from  us  would  receive  f avor- 
aMe  consideration.  Yes,  we  are  interested  in  these  plants,  we  believe 
they  are  good  plants,  but  whether  we  are  to  be  given  an  opportunity 
to  be  considered  m  connection  with  the  purchase  is  something  that 
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Senator  O'Mahoney.  Of  course,  Mr.  Wilson,  let  me  say  that  this 
public  meeting  by  several  committees  of  the  Senate  is  being  held  for 
the  express  purpose  of  developing  all  of  the  facts  in  connection  with 
this  matter. 

Mr.  Wilson.  I  appreciate  that. 

Senator  O'Mahoney.  So  that  the  opportunity  is  presented  to  you 
to  mate  your  position  quite  clear  without  any  assumptions  as  to  what 
action  will  be  taken  by  any  Government  agency.  In  the  last  analysis, 
Congress  lays  down  the  policy.  So  again  I  ask  you,  are  you  interested 
in  making  any  sort  of  an  offer  on  a  temporary  basis  ? 

Mr.  Wilson.  I  thought  I  had  answered  the  question.  Yes,  we  are 
interested  in  making  offers  on  certain  of  these  plants  if  it  is  desired, 
on  the  part  of  the  Government,  that  we  do  so. 

On  a  temporary  basis— I  don't  know  what  "a  temporary  basis" 
means.  So  far,  anything  that  has  been  discussed  as  a  temporary  basis 
is  not  a  basis  on  which  plants  can  be  operated. 

Senator  O'Mahoney.  Have  you  made  any  offer  of  any  kind  to  the 
Surplus  Property  Board  or  to  the  Defense  Plant  Corporation  which 
would  inform  either  of  those  agencies  as  to  your  idea  of  what  a  tempo- 
rary basis  is  ? 

Mr.  Wilson.  We  made  an  offer  on  July  24  to  the  Surplus  Property 
Board,  addressed  to  Mr.  Symington,  in  which  we  offered  to  sit  down 
with  him,  if  he  wished,  and  see  whether  a  lease  arrangement  on  the 
Hurricane  Creek  plant,  satisfactory  to  both  sides,  could  be  worked 
out,  and  we  never  to  this  day  have  had  an  acknowledgment  of  that 
letter. 

Senator  O'Mahoney.  Of  course,  that  deals  with  a  plant  which  was 
producing  the  alumina,  which  is  a  source  of  supply  which  all  alumi- 
num companies  might  be  interested  in  having.  Without  a  free  supply 
of  alumina,  there  would  be  no  possibility  of  any  competition  in  the 
industry,  I  take  it. 

Mr.  Wilson.  Our  letter  set  out  the  provisions  which  we  would 
accept,  which  would  safeguard  that  situation — at  least  we  felt  would 
safeguard  that  situation. 

Senator  Wherry.  Senator  O'Mahoney. 

Senator  O'Mahoney.  Senator  Wherry. 

Senator  Wherry.  The  Senator  has  a  wonderful  ability  of  taking 
questions  out  of  your  mouth.  That  was  the  very  question  I  was  going 
to  ask,  following  the  one  I  asked  you  relative  to  whether  or  not  the 
door  had  been  kept  open. 

Senator  O'Mahoney.  I  didn't  mean  to  steal  your  thunder.  Senator 
Wherry. 

Senator  Wherry.  Maybe  you  did  not  mean  to,  but  I  tell  you.  Sena- 
tor, you  are  good  at  that. 

Senator  O'Mahoney.  I  am  glad  you  are  thinking  of  the  same 
questions. 

Senator  Wherry,  may  I  interrupt  just  a  moment?  The  Chair  takes 
note  of  the  presence  of  Congressman  Norrell,  of  Arkansas.  May  I 
say  to  you.  Congressman,  that  the  committee  will  be  glad  to  have  you 
participate  and  ask  any  questions  you  desire,  even  if  you  do  take 
them  out  of  the  mouth  of  any  Senator. 

Senator  Wherry.  We  are  getting  some  place  now  in  this  forum. 
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I  would  like  to  ask  one  more  question.  Do  you  feel  that  you  have 
given  every  opportunity  to  any  of  the  companies  that  now  lease  these 
plants?  I  am  just  as  much  interested  in  the  Reynolds  Co.  as  I  am  in 
Alcoa,  and  I  am  just  as  interested  in  these  two  offers  that  were  made 
by  American  Smelting  &  Refining  and  the  Olin  Co.  as  I  can  be,  because 
it  is  my  thought,  and  I  think  probably  the  Administrator  will  agree 
with  me,  that  if  there  is  an  opportunity  to  sell  these  to  corporations 
on  a  private-enterprise  basis  you  are  perfectly  welcome  to  do  it.  I 
would  like  to  have  Mr.  Symington  tell  me  if  he  wnll  keep  the  door  open, 
and  that  if  any  proposition  has  been  made  or  can  be  made  before  the 
time  has  expired,  that  you  give  these  companies  an  oppoi-tunity  to  nego- 
tiate with  you,  because  I  feel  in  the  long  run  if  you  can  sell  them  on  the 
oJid  private-enterprise  basis,  we  will  be  better  off  than  any  subsidized 
program  we  can  initiate.  That  is  the  question  I  wanted  to  get  to,  and 
1  appreciate  Senator  O'Mahoney's  asking  that  very  pointed  question 
of  the  Alcoa  people,  because  if  no  one  is  willing  to  buy  these  plants, 
and  there  is  no  offer  made,  it  seems  to  me  we  are  in  an  entirely  different 
position  than  we  are  if  we  close  the  door  and  don't  give  them  a  chance 
to  bid  and  initiate  one  of  these  leasing  programs  before  that  time, 
whether  it  is  Revnolds  or  Alcoa  or  anvbodv  else. 

Mr.  Symington.  Senator,  I  would  like,  if  I  may,  to  answer  that,  sir, 
and  I  would  also  like  to  discuss  a  little  bit  this  letter  of  July  24. 

I  had  been  with  the  Board  for  a  verv  few  davs — I  think  about  a  week 
or  9  days — and  I  did  not  see  the  letter  for  about  5  weeks.  However, 
the  letter  was  an  offer  on  the  part  of  the  Aluminum  Co.  to  do  things 
entirely  on  their  own  terms.  I  did  see  Mr.  Davis,  the  head  of  Alcoa, 
ehortly  after  I  had  seen  that  letter,  and  at  that  time  there  was  no 
renewal  of  any  offer  that  was  in  that  letter. 

Senator  O'Mahoney.  Do  you  have  a  copy  of  the  letter  with  you? 

Mr.  Symington.  I  tliink  a  copy  is  in  the  answer  of  the  Aluminum 
Co.  that  I  received  this  morning. 

Senator  O'Mahoney.  I  think  the  letter  ought  to  go  into  the  record. 

Mr.  Symington.  We  will  see  that  it  does,  sir. 

The  next  point  is  that,  even  when  we  saw  the  letter,  it  nevertheless 
was  a  fact  that  the  Alcoa  people,  over  a  period  of  years,  have  been 
dealing  with  the  RFC,  and  I  always  emphasized  to  them  that  they 
should  continue  their  negotiations  for  an  actual  trade  with  the  RFC, 
and  that  from  the  policy  standpoint  our  only  interest  was  an  effort  to 
get  a  more  competitive  picture. 

It  wasn't  long  ago  that  I  told  some  people  connected  indirectly  with 
the  Aluminum  Co.  that  it  seemed  to  me  it  would  be  a  fine  thing  for 
the  Aluminum  Co.  to  welcome  at  least  one  competitor,  especially  as 
there  was  one  competitor  who  had  a  lot  of  experience. 

I  want  to  correct  my  previous  testimony  about  only  talking  with 
Alcoa  once.  I  talked  again  with  Mr.  Wilson,  or  I  talked  for  the  first 
time  with  Mr.  Wilson  but  again  with  Alcoa,  last  Saturday  morning. 

Senator  Wherry.  That  is  what  I  thought. 

Mr.  Syaiington.  At  that  time  I  almost  pleaded  with  them  to  con- 
sider this  proposition  from  our  standpoint,  on  the  basis  that  we  felt 
obligated  to  get  somebody  else  in  the  industry.  Mr.  Wilson  was  very 
courteous,  but  I  got  no  feeling  from  that  conference  with  him  that  we 
had  gotten  anywhere  from  the  standpoint  of  this  problem. 


I  would  like  to  emphasize  to  you  that  provided  we  don't  violate  any 
court  order  or  any  instructions  from  the  Attorney^  General,  that  the 
Surplus  Property  Board  is  interested  in  disposing  of  these  plants  to 
anybody  at  any  time  on  the  best  basis  to  the  Government. 

Senator  Wherry.  I  thank  you  for  that  statement.  That  is  very 
constructive.    I  am  glad  to  know  that  that  is  going  to  be  the  policy. 
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Senator  O'Mahoney.  The  Chair  will  read  into  the  record  at  this 
point  the  letter  of  July  24, 1945 : 

Mr.  W.  Stuart  Symington, 

Chairman,  Hurplus  Property  Board,  Washington,  D.  C. 

Dear  Mr.  Symington  :  We  have  been  asked  by  several  friends  and  associates  in 
th6  State  of  Arkansas  whether  we  desire  to  acquire,  and  continue  to  operate,  the 
smelting  plant  in  Arkansas  known  as  Jones  Mills  and  the  alumina  plant  in 
Arkansas  known  as  Hurricane  Creek.  We  feel  that  the  proper  way  for  us  to 
delare  ourselves  on  this  point  is  to  address  you. 

Consequently  we  advise  you  that,  under  mutually  satisfactory  conditions  as  to 
price,  terms,  etc.,  the  determination  of  which  we  anticipate  will  present  no 
real  difBculties,  we  would  be  glad  to  purchase  the  smelting  plant  at  Jones  Mills. 
The  only  condition  which  at  the  moment  occurs  to  us  as  to  Jones  Mills  is  that, 
as  is  obvious,  any  purchaser  of  Jones  Mills  must  be  first  assured  of  a  continued 
supply  of  natural  gas.  We  are,  of  course,  aware  that  any  acquisition  of  this  plant 
requires  the  approval  of  not  only  your  Board  but  other  authorities. 

With  respect  to  the  alumina  plant  at  Hurricane  Creek,  we  would  like  to  buy  it 
but  if  the  United  States  Government  would  prefer  to  retain  title  to  it,  we  would 
be  glad  to  operate  it  under  lease.  If  we  operated  it  for  the  Government,  we 
would  expect  the  Government  to  provide,  either  by  purchase  from  us  or  from 
others  the  necessary  bauxite,  and  we  would  also  expect  the  Government  to  re- 
tain the  right  to  establish  the  price  at  which  the  alumina  will  be  sold  to  us  and 
to  other  plants  as  dictated  by  the  Government,  whether  Government-owned  or 

privately  owned  plants.  .  ^      ,      ,     i. 

It  is  our  opinion  that  operation  of  Jones  Mills  and  Hurricane  Creek  plants 
should  be  uiuler  one  jurisdiction  and  consequently  we  add  that  we  would  not 
consider  it  feasible  for  us  to  acquire  Jones  Mills  without  at  the  same  time  acquir- 
ing or  leasing  Hurricane  Creek.  ,       „      ,    ^  •     ^. 

We  have  had  Several  conversations  with  Mr.  Gordon  Reed  of  your  organization 
and  have  disclosed  to  him  the  general  contents  of  this  letter. 

We  have  given  consideration  but  have  not  as  yet  arrived  at  a  conclusion  as 
to  the  acquisition  or  continued  operation  of  any  other  Government-owned 
alumina,  smelting,  or  fabricating  plants  but  as  the  plans  of  the  Surplus  Property 
Board  as  to  their  disposal  and  as  our  own  studies  are  completed,  we  will  hope 
to  have  the  opportunity  of  presenting  to  you  our  interest  with  resiject  to  one  or 
more  of  the  other  plants  just  referred  to. 

*If  there  is  any  further  information  which  we  can  give  you  along  this  line,  we 

would  be  glad  to  do  so,  and  with  kind  regards,  we  remain 

Yours  very  truly,  ^  ^^    ^ 

Arthur  V.  Davis. 

Congressman  Norrell,  did-you  care  to  ask  a  question? 

Mr.  Norrell.  I  have  one  or  two  questions.  I  am  not  sure  that  they 
have  been  brought  out. 

I  am  under  the  impression  that  as  Director  of  the  Surplus  Property 
Administration,  you  have  gone  to  quite  a  great  effort  to  interest  vari- 
ous and  sundry  corporations  in  the  purchase  or  lease  of  these  plants; 

is  that  true  ? 

Mr.  Symington.  That  is  correct,  Mr.  Congressman.  We  wired  over 
200  people  and  asked  them,  if  they  were  interested  in  any  way  would 
they  let  us  know  about  it. 
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Mr.  NoRRELL.  Of  the  200  people  you  contacted,  how  many  replies 
did  you  receive? 

Mr.  Symington.  I  don't  remember  exactly  how  many  replies,  al- 
though most  of  them  were  negative.  Of  the  two-hundred-odd,  we 
had  12  answers  which  were  interested,  and  4  of  those  were  interested 
in  the  machinery  and  not  in  going  ahead. 

Mr.  NoRRELL.  Actually,  briefing  it  down,  how  many  plants  expressed 
an  interest  in  either  the  leasing  or  operation  of  the  plants  as  they 
stand  ? 

Mr.  Symington.  I  think  about  eight,  sir. 

Mr.  NoRRELL.  And  today,  how  many  prospective  operators  do  you 
have  that  you  can  absolutely  count  on  ? 

Mr.  Symington.  That  would  be  a  difficult  question  to  answer,  be- 
cause we  have  people  interested  but  we  are  not  sure  if  they  have  the 
resources  to  handle  it. 

Mr.  NoRRELL.  Is  there  anybody  in  the  field  interested  in  the  alu- 
mina plant  except  Reynolds  and  Alcoa  ? 

Mr.  Symington.  I  will  have  to  pass  that  question  to  Mr.  Husbands. 
He  know^s  more  about  the  details  of  the  negotiations  than  I. 

Mr.  Husbands.  I  just  received  an  offer  last  night  from  the  Columbia 
Metals  Co.  whereby  they  also  express  an  interest  in  the  alumina  plant. 

Mr.  NoRRELL.  In  the  200  letters  you  sent  out,  did  you  send  one  to 
Alcoa  ? 

Mr.  Symington.  To  be  frank,  I  can't  answer  that  question.  If  I 
had  sent  the  telegrams,  I  don't  think  I  would,  because  the  Attorney 
General  said  we  couldn't  sell  them  to  Alcoa. 

Mr.  NoRRELL.  As  a  matter  of  fact,  you  haven't  indicated  a  desire 
for  an  offer  from  Alcoa  because  of  the  ruling  of  the  Attorney  General  ? 

Mr.  Symington.  It  was  our  impression  that  we  could  not  sell  a  plant 
to  Alcoa. 

Senator  O'Mahoney.  Would  vou  care  to  add  to  that,  because  of 
the  decision  of  the  circuit  court  of  appeals  for  the  second  circuit,  dated 
March  12,  1945  ? 

Mr.  Symington.  I  certainly  would  if  I  had  thought  of  it. 

Mr.  Troy.  I  will  state  that  a  lot  of  the  offers  that  will  be  forthcom- 
ing will  be  dependent  entirely  upon  what  is  decided  by  your  august 
body ;  that  the  decisions  made  by  this  committee  will,  in  effect,  create 
offers ;  and,  depending  on  that  decision,  the  offers  will  be  forthcoming 
at  that  point,  not  before. 

Senator  O'Mahoney.  May  I,  on  behalf  of  the  committee,  thank  you 
for  the  word  "august." 

Senator  Wherry.  Mr.  Symington,  if  you  stress  the  leasing  pro- 
gram— and  it  has  had  a  lot  of  publicity  in  the  last  2  days — do  you  feel 
that  might  hold  up  or  discourage  some  of  these  who  are  interested  in 
buying  these  plants  outright? 

Mr.  Symington.  No,  sir ;  from  our  standpoint  it  looks  to  us,  Senator, 
as  if  it  would  be  very  difficult  for  most,  if  not  all  of  the  people  who 
have  a  combination  of  resources  and  any  experience  in  metals,  espe- 
cially aluminum,  to  purchase  these  plants  at  this  time. 

Senator  Wherry.  Was  not  that  the  reason  that  the  American 
Smelting  &  Refining  Co.  pulled  out  and  did  not  go  on  with  the  negotia- 
tions ;  they  did  not  like  this  subsidy  program,  Mr.  Husbands  ? 

Mr.  Husbands.  Yes,  sir ;  and  also  that  the  plants  were  too  large. 


Senator  Wherry.  But  the  answer  you  gave  yesterday  was  that  that 
did  discourage  them,  and  that  is  the  point  I  am  making.  It  seems  to 
me  that  if  you  continue  to  hold  out,  you  are  going  to  lease  these  plants 
and  subsidize  them  in  the  event  of  a  loss ;  you  are  going  to  destroy  the 
very  things  that  might  sell  one  of  these  plants  to  some  owner  who 
would  take  it  on  his  own.  -.       .       ,         o      ^         t 

Mr.  Symington.  I  think  you  have  a  good  point  there,  Senator.  1 
personally  feel  that  as  a  general  rule  the  Government  should  sell  these 
plants  wherever  they  can.  I  am  against  leasing,  unless  we  only  lease 
because  of  a  fear  of  monopoly  or  for  some  similar  purpose. 

Mr.  Anderson.  Do  either  of  you  gentlemen  have  the  exact  wording 
of  the  smelting  company 's  reply ?  ,,    ^  „     .  .,     . 

Mr.  Husbands.  It  was  by  telephone.  Mr.  Brownell,  vice  president 
of  the  American  Smelting  &  Refining,  telephoned. 

Senator  O'Mahoney.  The  Chair  suggests  that  representatives  of  the 
smelting  company  will  be  here  tomorrow,  and  we  will  have  the  oppor- 
tunity, when  Mr.  Husbands  goes  on  the  stand,  representing  the  agency 
which  did  all  the  negotiating,  to  discuss  this  phase  of  the  matter  with 
him.  Perhaps  we  may  now  progress  in  a  little  more  orderly  manner 
if  we  call  upon  Mr.  Berge  to  testify  with  respect  to  the  Attorney 

General's  report.  ,       •  v      Ti>r 

The  theory  upon  which  we  were  holding  the  hearing  was  that  Mr. 
Symington  would  appear  first  to  describe  the  recommendations  of  the 
Surplus  Property  Administration ;  the  Attorney  General  would  then 
be  represented  to  describe  the  report  of  the  Attorney  General  on  the 
aluminum  industry — a  report  which  was  made  in  compliance  with 
section  205  of  the  War  Mobilization  and  Reconversion  Act.  Follow- 
ing this  description  of  the  recommendations  which  have  been  made  to 
Congress,  it  was  the  purpose  of  the  committee  then  to  call  upon  Mr. 
Husbands  to  tell  the  story  of  the  contracts  and  the  negotiations. 

Now,  if  that  is  agreeable  to  the  members,  we  will  proceed  in  that 
manner. 

Thank  you  very  much,  Mr.  Symington. 

Mr.  Symington.  Thank  you  very  much. 

Senator  O'Mahoney.  Mr.  Berge,  will  you  take  the  stand? 

STATEMENT  OF  WENDELL  BERGE,  ASSISTANT  ATTORNEY 
GENERAL,  DEPARTMENT  OF  JUSTICE 

Mr.  Berge.  Mr.  Chairman  and  members  of  the  committee,  these 
ioint  hearings  of  three  important  Senate  committees  are  a  major  con- 
tribution to  the  successful  transition  from  a  victorious  war  to  a  pros- 
perous peace.  Aluminum  is  one  of  our  most  promising  frontier  indus- 
tries. Given  the  chance,  it  will  make  two  jobs  and  two  dividends  grow 
where  only  one,  or  none,  grew  before.  Full  production  and  employ- 
ment will  get  much  nourishment  from  such  industries  as  this  one. 

The  successful  disposal  of  the  Government  aluminum  plants  depends 
on  how  close  businessmen  can  get  to  the  realization  of  these  possibili- 
ties. Create  conditions  which  will  stimulate  this  industry's  markets 
to  grow  and  there  will  be  bidders  for  the  Government  plants.  As  I 
will  show  more  fully  in  a  moment,  the  condition  most  necessary  for  the 
future  of  the  aluminum  industry  in  general  and  the  Government  plants 
in  particular  is  competition. 
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THREE  REPORTS  AGREE  ACCENT  OF  GO^'ERXMENT  DISPOSAL  POLICY  MUST  BE 

ON  COMPETITION 

Fortunately,  this  joint  committee  does  not  have  to  start  at  the  begin- 
ning of  this  rather  complex  problem.  Congress  has  before  it  now  three 
reports  on  aluminum  from  the  Senate  Small  Business  Committee,  the 
Surplus  Property  Administration,  and  the  Attorney  General.  All 
three  agi*ee  that  the  accent  of  the  Government's  disposal  policy  must 
be  on  competition  if  the  industry  is  to  grow  large  enough  to  absorb  the 
productivity  of  the  Government,  as  well  as  of  the  private  plants. 

This  unanimity  is  gratifying,  particularly  since  the  reports  came 
back  from  three  separate  agencies.  The  Attorney  General's  report 
was  made  pursuant  to  the  mandate  from  Congress  as  stated  in  section 
205  of  the  1944  Reconversion  Act.  That  section  requires  that  the 
Attorney  General  make  surveys  of  any  developments — 

which  may  tend  to  eliminate  competition,  create  or  strengthen  monopolies,  injure 
small  business,  or  otherwise  promote  undue  concentration  of  economic  power  in 
the  course  of  war  mobilization  and  during  the  period  of  transition  from  war 
to  peace  and  thereafter. 

The  Small  Business  Committee  had  been  investigating  the  possi- 
bilities for  small  business  in  the  light-metals  industries.  The  Surplus 
Property  Administration  was  concerned  with  the  problems  of  dis- 
posal. Yet  despite  these  variations  among  the  three  reports,  the 
fundamental  conclusion  was  the  same. 

FEDERAL  COURT  RULING  DISCUSSED 

Before  discussing  the  highlights  of  the  Attorney  General's  report, 
I  want  to  make  it  clear  that  the  Federal  court  has  control  over  what- 
ever action  is  to  be  taken  with  respect  to  the  private  properties  of  the 
Aluminum  Co.  of  America.  The  court  ruled  in  its  decision  on  the 
aluminum  case  last  March  that  "in  deciding  whether  to  dissolve  Alcoa 
or  how  to  do  it"  it  will  "wait  until  it  learns  what  the  agency  [that  is, 
the  Surplus  Property  Administration]  has  in  fact  done."  The  At- 
torney GeneraFs  report,  on  the  other  hand,  is  intended  to  inform  Con- 
gress on  the  state  of  the  aluminum  industry  with  emphasis  on  the 
rise  or  decline  of  competition  and  monopoly.  We  tried  to  make  it 
practical  and  useful  to  you  in  reconversion  and  surplus  property 
disposal  policies. 

Senator  O'Mahoney.  Mr.  Berge,  would  one  be  justified,  in  your 
opinion,  in  drawing  the  conclusion  from  this  quotation  from  the  deci- 
sion of  the  circuit  court  of  appeals,  that  the  court,  which  was  sitting 
as  a  supreme  court,  was  in  fact  warning  the  executive  agencies  of 
the  Government  that  if  the  properties,  particularly  the'  primary 
aluminum  properties,  were  awarded  to  Alcoa,  the  court  would  then  be 
iustified  in  ordering  the  dissolution  of  the  Aluminum  Co.  of  America; 
but  that  if,  in  accordance  with  the  mandate  of  the  Surplus  Property 
Act,  these  properties  were  disposed  of  in  such  a  manner  as  to  establish 
competition,  then  the  court  might  consider  not  proceeding  with  the 
dissolution  of  the  company? 

Mr.  Berge.  Yes,  Mr.  Chairman,  I  think  that  is  a  splendid  interpre- 
tation of  the  court's  opinion.  The  court  had  before  it  a  record  that 
had  been  closed  about  5  years  before.  I  think  one  can  say  that  if  the 
court  had  felt  that  that  record  was  up  to  date,  it  would  have  ordered 


dissolution  then  and  there,  but  it  couldn't  be  blind  to  t^^/^^^s  of  ^^  hat 
had  gone  on  in  the  world  since  the  close  of  the  record.  Therefore 
thev  said,  in  effect,  "We  will  defer  final  decision  on  the  dissolution 
question  Aow,  pending  the  outcome  of  what  the  Government  may  do 
?vhh  these  surplus  plSnts.  If  effective  competition  is  created  by  the 
surplus  property  disposal  policies  of  the  Government,  it  may  not  be 
necessary  to  dissolve  Alcoa  or  at  least  to  carry  through  the  same  kind 
of  dissolution  program,  as  extensive,  as  would  have  been  the  case  on 
that  record.  If,  on  the  other  hand,  the  executive  agencies  of  the 
Government  fail  to  create  competition,  then  the  court  will  have  to 
do  the  job  by  a  thoroughgoing  dissolution  of  Alcoa.  ,  •  .    t 

I  think  that  additional  language  from  the  court's  decision  which  1 
will  allude  to  later  on  in  my  testimony  will  further  emphasize  that 

Senator  Wherry.  Then  it  would  be  your  interpretation  that  Mr. 
Symington  could  not  dispose  of  one  of  these  plants  to  Alcoa  without 
it  meeting  the  approval  of  the  court ;  is  that  right  ? 

HIGHLIGHTS  OF  ATTORNEY  GENERAL'S  REPORT 

Mr.  Berge.  Yes,  Senator  Wherry.  That  is,  it  would  be  my  inter- 
pretation of  the  court's  opinion  that  it  would  certainly  run  contrary 
to  the  antitrust  laws  to  do  so  on  any  permanent  basis.  I  am  not  say- 
inff-^-and  I  don't  want  anything  in  my  testimony  to  be  interpreted 
as  meaning— that  a  short-term  interim  lease  would  necessarily  be 
contrary ;  but  I  think  we  are  under  a  mandate,  in  interpreting  the  laws 
of  Congress— I  think  the  Attorney  General  is— to  tell  the  Surplus 
Property  Administration,  when  we  are  called  on  for  an  opinion,  that 
any  permanent  sale  to  Alcoa  would  be  ilkgal— I  mean  Alcoa  as  it 

stands  today.  ,       .  „  ... 

I  would  amplify  that  by  saying  that  m  an  over-all  reorganization 
of  the  aluminum  industry,'  such  as  the  Attorney  General  s  report  sug- 
gests may  be  necessary,  a  regrouping  of  the  various  branches  ot  the 
industry,  it  would  be  conceivable  that  if  certain  plants  and  properties 
were  taken  away  from  Alcoa  to  create  new  competition  they  might 
be  allowed  to  get  certain  plants  now  owned  by  the  Government. 
The  only  way  in  which  Alcoa  could  permanently  acquire  any  ot  the 
Government  plants  would  be  as  part  of  some  over-all  program  which 
really  created  competition.    Piecemeal  sales  to  Alcoa  now  would  not 

Senator  Wherry.  And  that  the  only  consideration  Mr.  Symington 
could  give  to  any  offer  from  Alcoa  now  would  be  simply  on  a  tem- 
porary-lease basis  ? 

IVIr  Berce    Yes. 

Although  the  aluminum  industry  is  more  Government  than  pri- 
vately owned  today  and  the  bulk  of  the  wartime  expansion  was  with 
public  funds,  Alcoa  still  has  over  90  percent  of  the  Nation  s  active  or 
stand-by  producing  capacity  and  about  three-fourths  of  the  heavy 
fabricating  capacity  under  its  management.  Only  one  other  pro- 
ducer, Reynolds  Metals  Co.,  is  now  in  the  field.  The  picture  will 
change  somewhat  on  November  1  because  the  Government  s  cancella- 
tion of  Alcoa's  lease  on  the  producing  plants  will  then  be  effective. 
But  as  yet  no  other  company  has  made  arrangements  to  lease  or  pur- 
chase those  plants.     Consequently,  we  concluded  that  the  war  expan- 
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sion  has  not  changed  materially  Alcoa's  position  of  dominance.  A 
more  detailed  analysis  of  the  wartime  changes  and  their  effect  on  the 
competitive  pattern  of  the  industry  is  to  be  found  in  section  II  of  the 
Attorney  General's  report. 

Competition  will  not  come  automatically  or  easily  in  this  industry 
because  of  the  preemption  of  the  industry  by  Alcoa.  Other  producers 
are  handicapped  because  they  cannot  get  adequate  supplies  of  bauxite 
or  of  electric  power  at  sufficiently  low  cost  to  be  able  to  match  Alcoa's 
costs  of  production.  Other  obstacles  are  the  undesirable  location  of 
many  DPC  plants  and  the  excessive  size  of  some,  making  them  uneco- 
nomical for  peacetime  operation.  Another  deterrent  to  newcomers 
is  the  fear  of  competition  from  Alcoa's  foreign  friends,  especially  the 
Canadian  company  which  has  the  benefits  of  extraordinarily  cheap 
power  from  the  Shipshaw  project. 

Under  these  circumstances,  Government  action  must  pave  the  way 
for  competition.  Private  business  cannot  be  expected  to  do  the  job 
alone,  particularly  since  it  has  not  been  able  to  do  so  during  the 
past  50  years  in  this  industry.  In  my  judgment  the  next  question 
to  be  settled  is  whether  the  benefits  to  be  gained  are  worth  the  effort 
involved.  After  reviewing  the  wartime  difficulties  and  the  future 
possibilities  of  the  industry  I  would  say  the  answer  is  "Yes,"  no 
matter  what  it  takes  to  get  competition  firmly  and  honestly  established. 
-  The  burden  of  monopoly  during  the  war  was  the  burden  of  having 
only  one  experienced  company  to  carry  the  enormous  responsibility 
for  supplying  the  aluminum  needed  by  the  aircraft  companies.  It  is 
not  at  all  an  issue  of  patriotism.  Even  the  best  of  one  company  was 
not  enough.  Also,  when  expansion  had  to  take  place  there  was  only 
one  small  pool  of  experience  which  had  to  be  spread  very  thin.  The 
size  and  location  of  plants  had  to  be  adjusted  to  this  paucity  of  top 
personnel.  Unquestionably  our  war  experience  proves  that,  in  the 
interests  of  national  security  we  must  have  many  aluminum  com- 
panies.   There  is  no  such  thing  as  an  indispensable  monopoly. 

The  realization  of  the  future  possibilities  of  aluminum  also  requires 
a  competitive  industry.  The  big  consumers — ^the  automotive,  railroad 
equipment,  and  housing  industries — will  not  expand  their  use  of  this 
desirable  metal  until  they  have  multiple  sources  of  supply.  That 
fact  is  generally  recognized  throughout  industry  and  was  attested 
to  by  witnesses  during  the  Small  Business  Committee  hearings.  As 
far  back  as  1915,  automobile  manufacturers  were  already  using  75 
pounds  of  aluminum  per  car.  But  a  74-percent  increase  in  prices 
between  March  and  November  of  that  year  forced  them  to  seek  sub- 
stitutes. As  a  consequence,  the  consumption  of  aluminum  by  this 
industry  dropped  so  sharply  that  it  averaged  only  5  pounds  per  car 
at  the  time  of  Pearl  Harbor.  The  possible  consumption,  on  a  sound 
engineering  basis  is  100  times  as  much,  500  pounds  per  car.  That 
is  the  view  of  Alcoa's  own  engineers.  If  that  rate  of  consumption 
is  achieved  or  even  approached,  ample  markets  would  exist  for  the 
output  of  both  the  Government  and  the  private  plants.  Only  a  com- 
petitive aluminum  industry,  however,  can  tap  this  potential  market. 

How  to  establish  that  competition  with  a  minimum  of  Government 
participation  in  the  industry  is,  of  course,  the  most  difficult  question 
of  all.  In  the  Senate  committee  and  Surplus  Property  reports,  the 
consideration  of  this  problem  is  limited  to  the  matter  of  inducements 


which  will  be  necessary  to  attract  independent  operators  for  *e  Gov 
Pi'nment  plants.  But  to  meet  the  requirements  of  section  205  of  the 
ReconveS  Act,  we  felt  that  we  ought  to  look  beyond  any  disposal 
mogram  to  see  whether  the  independent  operators  so  brought  in  could 
^umve  the  eventual  withdrawal  of  Government  aid  and  preference. 
Imight  point  out  here  that  the  Federal.court  had  taken  the  position 
L  its  decision  on  Alcoa,  that  it  will  maintain  jurisdiction  over  Alcoa 
until  the  effect  of  the  Surplus  Property  Administration  s  disposal 
Toivlm  can  be  appraised.  "^At  that  time  the  court  will  decide  what 
further  action  is  necessary  to  make  the  industry  competitive.  , 

Senator  O'Mahonet.  May  I  interrupt  to  ask  you  if  you  can  point 
to  the  precise  language  in  the  court's  opinion  which  supports  that 

^  mTbe^ge.  Yes;  if  you  wiU  pardon  me  a  moment  I  have  already 
checked  some  language  in  the  opinion  which  covers  that  It  appears 
on  pages  1254  and  1255  of  the  opinion.  Before  reading  the  pertinent 
laneuaffe  I  might  say  that  the  court  had  been  discussing  the  provisions 
of  the  law  for  iurplus-property  disposal,  and  the  functions  f  what  was 
then  the  Surplus  Property  Board.  And  the  court  said  that  the  Board 
might  well  believe  that  it  would  have  to  have  some  plan  or  design  for 
the  industry  as  a  whole — 

some  comDrehensive  model  which  shall,  so  far  as  practicable,  reestablish  free 
inTe^Sr"!  Siterprise,  discouraged  monopoly,  strengthen  small  com- 
peti^rs,  foster  independents  and  not  foster  monopoly  or  restraint  of  trade. 

In  other  words,  they  suggest  that  we  also  develop  in  our  report  that 
the  disposal  program  may  have  to  be  carried  out  with  a  view  to  the 
over-all  regrouping  of  Alcoa's  present  operations.  Then  the  court 
goes  on  to  say : 

Conceivably  Alcoa  might  be  left  as  it  was ;  perhaps  it  °?|g^t  Jj^J^ J^^^f^^i^^^^^^^ 
if  dissolved,  the  dissolution  would  depend  upon  how  t^^.^f^^^J  P^^^.f  ^^^^^^.^^^ 
tributed     If  the  agency  should  find  it  wise  to  proceed  m  this  way  it  may  suceea 
"inducing  Alcoa !o  accept  the  place  assigned  to  it,  particularly  if  the  plant  has 
S)tl^en  prepared  ex  parte.    K  it  does  not  succeed,  then,  but  then  only,  will  it 
S^  apprVria^^^^^^^    the  distrct  court  to  act.    We  do  not  of  course  mean  that  in 
d^cXg  whether  to  dissolve  Alcoa,  or  how  to  do  it,  that  court  must  be  governed 
by  any  plan  which  the  agency  may  have  devised,  if  it  does  devise  one     But 
pfan  or  no  pl^n,  it  must  wait  until  it  learns  what  the  agency  has  in  fact  done 
Moreover,  if  the  agency  does  form  a  plan,  it  wUl  have  been  an  attempt  to  realize 
Z  same  obiitives  for  which  the  court  itself  must  strive;  and  the  court  may  well 
fee?fh"nt%Wd' accord  to  the  agency's  plan  that  F/ZP-P^iV,^^^^^^^ 
ronrts  are  Dronerlv  coming  more  and  more  to  recognize  in  the  decisions  ot  spe- 
Sd  LXn^s.  'NoUiinI  which  we  now  say  ought  i- /-^  "^^^ria^^^^^^ 
discretion  of  the  agency  to  proceed  in  this  way.     Therefore  we  shall  merely 
reverse  the  judgment,  so*far  as  it  held  that  Alcoa  was  not  monopolizing  the  ingot 
market,  and  remand  the  case  to  the  district  court. 

And  there  is  other  language  in  the  opinion  to  the  same  effect. 

Senator  O'Mahoney.  I  think  that  covers  the  point. 

Senator  Wherry.  Just  one  moment  before  you  leave  that  point. 
Alcoa  was  not  adjudged  to  have  a  monopoly  m  any  other  thing  but 
ingot,  isn't  that  right,  Mr.  Berge ;  isn't  that  the  court's  opinion  ( 

Mr.  Berge.  Yes ;  I  think  that  is  true. 

Senator  V^Therry.  If  there  was  a  monopoly  it  ran  to  the  production 

from  alumina  ? 
Mr.  Berge.  Yes. 
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Senator  Re\t:rcomb.  May  I  interrupt  there,  Senator  Wherry,  to  read 
the  court's  language  sustaining  just  what  you  have  indicated? 
Senator  Wherry.  I  will  be  pleased  if  you  would  do  so. 
Senator  Revercomb  (reading) : 

Therefore,  we  shall  merely  reverse  the  judgment,  so  far  as  it  held  that  Alcoa 
was  not  monopolizing  the  ingot  market,  and  remand  the  case  to  the  district  court. 

Mr.  Berge.  Now,  in  anticipation  of  a  question  along  this  line  I  would 
like  to  state  my  views  in  a  prepared  answer  that  I  have. 

Senator  Wherry.  I  don't  care  to  interrupt  your  statement,  I  want 
to  cooperate  fully  with  the  chairman,  but  if  it  is  O.  K.  with  him,  it  is 
O.  K.  with  me  to  have  it  right  now. 

Mr.  Berge.  Well,  here  is  my  thought  on  it.  .Jt  is  true  that  the  finding 
of  monopoly  by  the  court  was  merely  as  to  ingot,  but  it  is  our  position 
as  a  practical  matter  that  you  can't  create  competition  in  ingot  unless 
the  matters  of  a  supply  of  bauxite  and  alumina,  and  markets  for  the 
ingot  and  the  fabricating  facilities  are  all  made  competitive  as  well. 
Senator  Wherry.  Then  would  it  be  your  recommendation  that  in  the 
event  they  set  up  other  companies  through  Government  aid,  that  you 
would  go  to  the  source  of  supply  and  purchase  the  bauxite  and  then 
reduce  it  to  alumina  and  then  start  in  there?  Would  you  have  a  com- 
pletely integrated  institution  under  these  leases? 

Mr.  Berge.  As  for  short-term  temporary  leases 

.Senator  Wherry.  How  far  would  you  go  in  this  opposition  to 
monopoly  ? 

Mr.  Berge.  I  think.  Senator,  that  for  the  long  run — and  I  am  not 
discussing  possible  temporary  arrangements — but  for  the  long  pull  I 
don't  see  how  you  can  have  effective  competition  with  Alcoa  if  its 
competitors  are  dependent  on  Alcoa  for  either  bauxite,  alumina,  or  for 
fabricating  facilities.  That  is,  even  though  the  court  has  merely 
found  monopoly  as  to  the  ingot  production,  I  think  it  would  be  fatuous 
to  suppose  that  you  could  merely  create  some  competition  in  the  pro- 
duction of  ingots  unless  the  companies  so  created  as  competitors  had 
independent  sources  of  supply,  and  also  the  fabricating  facilities. 

So  our  report  in  a  general  way  suggests  that  as  part  of  the  ultimate 
plan  for  this  industry  Alcoa  will  probably  have  to  surrender  some  of 
its  sources  of  bauxite  and  alumina  production  facilities  as  well. 

Senator  Wherry.  Well,  there  is  plenty  of  bauxite  available  with- 
out takmg  any  away  from  Alcoa.  The  Keynolds  Metals  Co.  testified 
before  the  Small  Business  Committee  that  they  had  enough  deposits 
down  here  in  Jamaica  to  run  them  for  a  hundred  years:  isn't  that  so, 
Mr.  Caskie  ?  ♦  '  ' 

Mr.  Caskie.  Jamaica  and  Haiti. 

Mr.  Berge.  Senator,  I  am  not  saying  just  what  would  be  necessary 
by  way  of  carrying  that  out.    I  am  merely  enunciating  the  principle. 

I  don't  know  to  what  extent,  if  any,  it  would  be  necessary 

Senator  Wherry.  It  is  on  your  recommendation  that  the  agency  is 
gomg  to  act.  Do  you  feel  that  there  should  be  a  completely  integrated 
competitor  or  competitors  from  the  bauxite  clear  through  to  the  fabri- 
cator, to  resist  this  so-called  or  alleged  monopoly  that  you  set  up  in 
your  opinion  ? 

Mr.  Berge.  I  think  so. 

Senator  Revercomb.  May  I  ask  a  question,  Senator? 

Senator  O'Mahoney.  Yes. 


CLARIFYING  COITRT's  FINDINGS  ON   MONOPOLY  PHASES  IN  ALCOA  DECISION 

Senator  Revercomb.  Mr.  Berge,  I  don't  follow  you  clearly.  You  are 
basine  vour  views  upon  the  opinion  of  the  Court,  and  the  Court  has 
H  in  effeli,  that  there  is  no  monopoly  in  the  production  of  baux  te 
hat  there  is  n^  monopoly  in  the  production  of  ^^^et,  but  ^^^^^  the 
production  of  the  ingots.  Why  then,  «^^|\,^^^^^^^^^^ 
it  is  necessary,  do  it,  but  on  the  findings  of  the  Court  why  must  tnere 
hP  a  break-UD  in  those  things  in  which  there  was  no  monopoly? 

'Yt  was  staLd'in  th'e  record  here  yefrd^y  ^^.^S^^^^^^^^^^^^^ 
1,500  companies  in  this  country,  as  I  ^^^.^^stood  it,  dealing  with  di^^^^^ 
ent  phases  of  the  manufacture  of  aluminum.    Now  if  there  are  hun 
dreds  of  companies  engaged  in  the  production  of  bauxite,  and  hun- 
dreds engaged  in  the  prodliction  of  ^^f  ^  -luminum^^^^^^^ 
there  may  be,  where  is  monopoly  existent  there?    Wliy  ^^f  ^f ^^^^^^^^ 
a  breaking  up  there?     The  Court  has  held  m  effect  that  the  only 
monopoly  is  in  the  production  of  the  pig  or  ingot  aluminum. 

Mr  Berge.  But  the  Court  has  also  said,  Senator  that  unless  there 
is  effective  competition  created  through  the  disposal  Program, 
Ihere  will  have  to  be  some  kind  of  a  dissolution  of  Alcoa  Now  they 
didn't  undertake  at  this  point,  nor  could  they,  to  prescribe  in  detail 

how  that  could  be  done.  _,  •f4.v,„-^;= 

Senator  Revercomb.  Let  me  interrupt  there.  Of  course,  i*  there  is 
a  monopoly  in  disposal  or  in  the  handling  of  markets  you  ^ould  break 
ft  up ;  but  this  Court  doesn't  say  that  there  is,  this  Court  says  that  the 
only  monopoly  is  in  the  manufacture  of  ingots. 

lir.  Berge.  Senator,  I  think  it  would  be  quite  unrealistic  to  think 
that  you  could  get  effective  competition  in  this  industry  where  you 
have  one  company  that  is  completely  integrated-I  think  it  is  unre- 
alistic to  think  that  you  could  get  effective  competition  unkss  there 
were  some  other  integrated  companies.  Now,  I  am  not  undertaking  to 
say  now-and  I  don't  have  the  technical  competence  to  say-how  much 
Alcoa  would  have  to  surrender  in  order  to  make  it  possible  for  other 
integrated  companies  to  be  established.  I  am  not  prepared  to  discuss 
that!  I  don't  know  enough  about  that;  but  to  the  extent  that  it  is 
necessary^let  me  put  it  this  way-f or  Alcoa  to  surrender  facilities 
for  making  alumina  or  fabricating  facilities,  I  think  that  would  have 
to  be  done  to  carry  out  the  Court's  opinion.  I  am  merely  saying  that 
I  don't  think  you  can  create  effective  competition  by  setting  up  com- 
panies merely  to  operate  as  ingot-producing  companies. 

Senator  RE^'ERC0MB.  The  Court  certainly  separated  the  processes 
involved  in  the  making  of  aluminum,  and  as  a  matter  of  fact  they 
have  been  separated  by  the  numerous  companies,  some  being  engaged 
in  the  manufacture  of  aluminum,  some  in  the  production  of  alumina, 

Se^nator  O'Mahoney.  It  occurs  to  the  Chairman  to  remark  at  this 
point  that  the  letter  of  July  24, 1945,  written  to  Mr.  Symington  by  Mr 
Davis,  the  head  of  the  Aluminum  Co.  of  America,  stated  m  words  of 
one  syllable  that  the  Aluminum  Co.  would  not  be  interested  in  acquir- 
ing the  Jones  Mills  facilities  in  Arkansas  without  the  Hurricane  Creek 
plant  •  in  other  words,  it  did  not  want  to  take  the  Government  mgot 
plant  off  the  hands  of  the  Government  unless  the  Government  agreed 
to  give  it  a  supply  of  alumina. 
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Mr.  Berge.  I  think  that  is  very  pertinent,  which  suggests  that  in 
that  particular  situation  Alcoa  itself  felt  that  they  had  to  have  the 
integrated  facilities  if  they  were  to  acquire  either  branch  of  the 
industry. 

Senator  Kevercomb.  That  doesn't  exclude  the  idea  that  there  are 
many  other  companies  in  the  business  of  one  or  the  other  of  those 
plants.  The  fact  that  one  company,  Alcoa  or  any  other  company, 
wanted  the  two  plants  together,  doesn't  mean  that  there  wasn't  com- 
petition m  one  or  the  other  of  those  kinds  of  plants,  when,  as  a  matter 
of  fact,  we  know  that  there  is  competition  in  them,  and  the  Court  so 
held  here. 

# 

ALCOA  CONTROLS  90  PERCENT  OF  INGOT  AND  96  PERCENT  OF  ALUMINA 

CAPACITY 

^  ^^*  i.^^^?^'  ^^"  ^^^®  *^  consider,  I  think,  the  many  years  head 
start  that  Alcoa  has  had  m  this  industry,  and  the  great  advantages 
that  integration  gives.  .^ 

I  want  to  make  it  clear  that  I  am  not  saying  now  that  they  should 
be  divested  of  any  particular  facilities,  but  I  am  simply  laying  down 
what  appears  to  nie  to  be  the  principle,  and  I  don't  think  this  court 
will  be  satished  with  anything  less. 

I  would  like,  if  I  could,  to  just  read  into  the  record  a  paragraph  I 
prepared  on  the  point,  because  I  am  not  sure  that  I  have  covered 
everything  that  I  had  in  mind,  in  this  oral  discussion. 

Nothmg  in  the  decision  justifies  the  position  that  the  ingot  branch 
of  the  industry  can  be  dealt  with  independently  of  either  the  sources 
of  material  from  which  ingot  is  made  or  of  the  markets  in  which 
mgot  IS  sold.  Actually  Alcoa's  control  over  the  production  of  alu- 
mina, the  raw  material  from  which  ingot  is  made,  was  greater  than 
that  of  the  primary  metal.  Alcoa  had  under  lease  90  percent  of  the 
mgot  capacity,  but  96  percent  of  the  alumina  capacity.  If  this  degree 
of  control  of  alumina  capacity  was  left  in  Alcoa's  hands,  the  independ- 
ent mgot  producer  would  have  to  purchase  his  alumina  from  Alcoa  and 
thus  lose  his  status  as  a  true  independent.  In  general,  the  practical 
situation  IS  this,  that  since  Alcoa  is  an  integrated  producer,  competing 
producers  of  mgot  must  also  be  integrated  if  they  are  to  survive  in 
peacetime  without  the  perpetual  protection  of  Government  controls  and 
subsidies.  Consequently,  bona  fide  competition  can  be  expected  only 
from  those  independent  ingot  producers  who  have  their  own  source 
of  alumina  and  bauxite  and  who  also  carry  on  some  fabricating  oper- 
ations. In  other  words,  a  competitor  must  be  in  a  position  w£ere  he 
is  not  dependent  on  Alcoa  for  any  of  his  raw  materials  nor  for  the 
marketing  of  his  ingot. 

Senator  Stewart.  What  do  you  mean  when  you  say  90  percent  of 
the  aluminum  capacity  ? 

Mr.  Berge.  The  plant  facilities. 

Senator  Stewart.  Does  that  include  bauxite? 

Mr.  Berge.  No  ;  I  am  speaking  here  of  the  facilities  for  manufac- 
turing aluminum. 

Senator  Stewart.  For  the  ingot? 

Mr  Berge.  Ninety  percent  of  the  ingot  capacity  and  96  percent  of 
the  alumina  capacity. 


Senator  Stewart.  Do  you  mean  that  Alcoa  owns  96  percent  of  the 

^^mI^'berge.  I  am  speaking  of  the  present  situation,  their  ownership 
nlus  their  Government-leased  alumina  plants.  ,    j.  ^^  j. 

"^^  Senator  O'Mahoney.  That  is,  they  have  management  of  96  percent 
of  the  alumina  capacity? 

Sena?oTwHlRRT.  They  actually  have  54  percent  control  of  their 

own,  don't  they?  . 

Mr.  Berge.  Of  their  ownership  i    . 
Senator  Wherry.  Yes. 

S?na?oTs™H?^Governme^^  has  some  fifty-odd  percent  but 
Alcoa's  actual  ownership  is  about  37  percent,  as  I  ^^^.f  ^^f.^^/^^'.^J 
a  little  better  than  one-third  of  the  actual  known  deposits  of  bauxite. 

Senator  Wherry.  I  appreciate  what  Senator  Stewart  says,  but  I 
would  like  to  ascertain  as  to  the  ownership  of  what  is  he  referring. 

Senator  Stewart.  Bauxite. 

Senator  Wherry.  That  is  the  ore,  you  mean? 

Senator  Stewart.  Yes.        ^     .    ,v    tt  -^  ^  g^  ^«o9 
•  Senator  O'Mahoney.  Bauxite  m  the  United  States  i 
Senator  Stewart.  Oh,  surely;  bauxite  in  the  United  States. 
Senator  Wherry.  I  was  interested  in  the  alumina  plants,  their 

^^iSS"!^  BERGE.^The  figure  of  96  percent  I  gave  applied  to  the  alumina 
plants  now  under  the  management  of  Alcoa.  ,    -i^  -,     •       -v.- 

Senator  Stewart.  That  includes  plants  that  were  built  during  this 

Mr.  Berge.  I  am  told  that  the  ownership  by  Alcoa  of  alumina  plants 

^^  Senator^WHERRY.  I  know  it  is  around  40  percent.    Now,  the  differ- 
ence between  that  and  the  96  percent  represents  the  plants  that  Alcoa 
operates  under  lease;  is  that  right? 
Mr.  Berge.  Yes ;  I  believe  so.  x  xi.  •  i  xu  ..  • 

Senator  Wherry.  Well,  let's  get  that  straight,  as  I  think  that  is  very 

Mr  Berge.  I  am  speaking  of  alumina,  and  the  privately  owned 
capacity  of  alumina  is  44  percent  Alcoa  and  4  percent  Reynolds,  mak- 
ing 48  percent  of  the  total  capacity  privately  owned.  ,    -^,    ^0 

Senator  Wherry.  Now,  does  the  Government  have  the  rest  of  that! 

iLT-p  PipRGE    'x  es. 

Senator  O'Mahoney.  Isn't  this  all  set  forth  in  the  appendix  of 
the  Report  of  the  Surplus  Property  Board? 

Mr.  Berge.  It  is  in  the  appendix  of  the  our  report,  at  page  49  of 
the  Attorney  General's  report.  , ,       ,      •  ^ 

Senator  Wherry.  Take,  for  example,  the  rubber  business.  You 
could  claim  that  because  they  actually  manufacture  into  tires  the 
rubber  that  it  would  be  a  monopoly  if  they  went  back  and  got  the 
raw  materials,  and  so  forth,  and  so  on.  What  would  be  the  difference! 
I  don't  see  any  difference  there.  -,      j.  n 

Senator  O'Mahoney.  Well,  Senator  Wherry,  there  are  at  least  fave 
primary  rubber  companies. 

Senator  Wherry.  There  are  three. 
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Mr.  Berge.  I  am  certainly  not  taking  any  position 

Senator  Wherry.  And  that  isn't  all— they  control  the  rubber  from 
the  time  it  is  produced  from  the  trees.  One  company  even  engages 
in  selling  the  tires  at  retail  in  company-owned  stores  in  this  country. 

Senator  O'Mahoney.  Do  I  understand  that  the  Senator's  argument 
is  that  because  a  near  monopoly  exists  in  rubber  we  ought  to  have 
one  continued  in  aluminum  ? 

Senator  Wherry.  I  didn't  say  that.  I  say  that  if  you  set  up  a  policy 
on  the  theory  that  you  are  talking  about,  where  the  Government  has 
got  a  right  to  go  into  business  to  oppose  any  company  that  manufac- 
tures anything,  then  you  are  setting  up  a  precedent  whereby  the  Gov- 
ernment is  going  to  go  into  business  against  any  other  institution  in 
this  country — railroads,  tires,  or  anything  else. 

Senator  O'Mahoney.  Please  don't  make  that  personal.  Senator 
Wherry.  The  theory  was  laid  down  by  Congress,  first  in  1890  when 
it  passed  the  Sherman  antitrust  law.  Nobody  can  misunderstand  the 
purpose  of  that  law. 

Senator  Wherry.  That  is  right;  I  understand  that. 

Senator  OMahoney.  It  was  again  laid  down  by  Congress  in  1944 
when  a  mandate  was  laid  upon  these  Government  agencies  to  en- 
deavor to  reestablish  free  enterprise 

Senator  Wherry  (interposing).  That  is  the  New  Deal  interpreta- 
tion. 

AMERICA "S  MOST  DIFFICULT  TASK  IS  TO  REESTABLISH  FREE  ENTERPRISE 

Senator  O'Mahoney  (continuing).  And  when  we  talk  of  "free  en- 
terprise we  don't  mean  monopoly  either  by  private  control  or  by  pub- 
lic control.  The  most  difficult  task  in  America  today,  if  not  in  the 
world,  is  to  reestablish  free  enterprise,  free  from  both  of  these  arbi- 
trary dominations,  one  of  which  is  exercised  Ijy  Government  in  the 
authoritarian  state,  and  the  other  of  which  is  exercised  by  private 
monopoly.  Now  we  have  just  got  to  make  up  our  minds  whether 
we  want  to  have  real  free  enterprise  or  whether  we  are  going  to 
permit  ourselves  to  drift  into  complete  private  monopoly. 

Senator  Wherry.  I  raised  that  question  and  I  would  like  to  answer 
it.  If  you  establish  a  lease  whereby  the  Government  guarantees 
against  loss,  you  are  establishing  a  Government  monopoly  in  alumi- 
num, and  you  are  going  to  make  every  other  company,  privately 
owned,  meet  that  price  in  this  country.  That  is  monopoly  by  the 
Government. 

Senator  O'Mahoney.  The  Senator  recognizes  that  he  is  making  an 
assumption.    The  Chair,  and  nobody  else  that  I  know  of 

Senator  Wherry  (interposing).  I  am  making  an  observation. 

Senator  O'Mahoney  (continuing). — has  undertaken  to  recommend 
a  policy  by  which  the  Government  should  sustain  these  losses  whether 
or  no. 

Senator  Wherry.  That  is  the  recommendation  made  by  Mr.  Hus- 
bands, that  if  there  is  any  loss  sustained  the  Government  is  going  to 
stand  it,  and  that  is  an  indirect  subsidy.  Isn't  that  right,  Mr.  Hus- 
bands ? 

Mr.  Husbands.  That  wasn't  a  recommendation,  it  was  a  suggestion 
that  if  the  Congress  wished  to  do  it  that  way,  that  that  is  what  would 
happen. 


Senator  Wherry.  But  that  is  your  policy  that  you  are  announcing. 

POSITION  IS  NOT  THAT  OF  WANTING  TO  PUT  GOVERNMENT  IN  BUSINESS,  SAYS 

WITNESS 

Mr  Berge.  I  want  to  make  a  comment,  with  all  due  respect,  because 
Senator  Wherry  attributed  to  me  a  position  that  is  definitely  not  the 
position  that  I  intended  to  take.  Senator  Wherry  stated  that  he 
thought  that  our  position  was  one  of  wanting  to  put  the  Government 
into  these  businesses,  and  that  because  we  might  be  against  one  inte- 
grated company  in  this  industry  that  necessarily  we  had  to  oppose 
integration  in  all  other  industries.  That  doesn't  follow  at  all  as  I  see  it. 
Each  industry  has  to  be  viewed  on  its  own  facts.  There  are  few,  it  any, 
industries— I  can't  think  of  any— that  are  comparable  m  structure  to 
the  aluminum  industry,  and  I  think  it  has  no  relevance  to  the  question 
under  discussion  to  point  to  the  rubber  industry  or  to  some  other 

"^ Senator  Stewart.  What  about  the  Western  Union  Telegraph  Co.? 
The  Government  passed  antitrust  laws  and  there  they  repealed  them 
to  let  Western  Union  take  over.  ,        _       ,  i  •       ^i. 

Mr  Berge.  As  I  recall  it.  Senator,  when  Postal  was  seeking  the 
riffht  to  merge  with  Western  Union  they  came  to  the  Department  and 
we  told  them  that  it  was  violative  of  the  antitrust  laws,  although  there 
were  some  economic  considerations  that  pointed  there  to  allowing  it  to 
go  through,  and  they  then  came  to  Congress  and  got  a  special  bill 
permitting  the  merger. 

Senator  Stewart.  I  remember  that  very  well. 

Mr.  Berge.  I  don't  think  we  opposed  it.  I  think,  though,  that  the 
telegraph  industry  is  in  the  nature  of  a  public  utility  and  is  subject 
to  regulation  which  is  not  generally  applicable  to  private  business ;  and 
I  do  suggest  that  if  the  Congress  wants  to  reverse  its  position,  wants 
to  reverse  the  position  laid  down  time  and  again  in  legislation,  m  the 
Sherman  Act  and  in  the  surplus-property  legislation,  and  change  its 
directives  that  competition  should  control,  that  Congress  has  the 
power  to  do  it,  and  if  Congress  wants  to  create  a  legislative  exception 
for  the  aluminum  monopoly  they  can  do  so. 

Senator  Wherry.  Violation  of  the  Sherman  antitrust  law  is  an  en- 
forcement proposition  and  we  are  here  establishing  a  policy  of  breaking 
up  a  monopoly  by  putting  the  Government  in  business. 

Senator  Stewart.  Let  me  get  back  to  the  Western  Union  Co.  and 
Postal.  Would  you  have  felt  like  subsidizing  the  Postal  Tele- 
graph Co.  ?  1  •    1        1    1 

Mr.  Berge.  Senator,  I  don't  favor  subsidies  of  any  kind  and  the 
Department  of  Justice  isn't  advocating  subsidies  here.  Perhaps  tem- 
porary incentive  subsidies  may  sometimes  be  necessary,  and  that  is  a 
question  of  legislative  policy.  I  certainly  think  that  if  subsidies  have 
to  be  resorted  to  it  should  be  only  in  a  very  limited  way  and  for  a  very 
limited  period.     I  am  not  suggesting  subsidies  here. 

Senator  Revercomb.  Mr.  Berge,  I  will  say  to  you  that  I  know  from 
your  report  that  you  are  correct  in  that  statement,  but  Mr.  Symington 
is  suggesting  subsidies. 

Mr.  Berge.  Temporary. 

Senator  Revercomb.  Subsidies  to  hold  them  up  and  run  in  competi- 
tion with  going  private  business. 
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Senator  Stewart.  Probably  long  enough  to  allow  competition  to 
Jbiecome  established. 

Mr.  Berge.  I  am  not  taking  the  position  that  subsidies  are  neces- 
sarily, per  se,  always  bad.  I  think  that  they  may  be  warranted  in  a 
1  ery  limited  way  and  for  a  very  limited  time. 

Senator  O'Mahoney.  May  I  interrupt  you  to  say  that  as  the  Chair 
tmderstands  the  situation  which  has  been  developed  here  this  morn- 
ing in  discussion,  there  has  been  some  criticism  because  the  Surplus 
Property  Administration  canceled  contracts  with  Alcoa,  contracts 
-^rhich  in  fact  were  subsidy  contracts. 

Mr.  Berge.  Yes. 

Senator  O'Mahonet.  So  that  we  are  in  the  position  of  having  the 
^ntness,  as  it  were,  attacked  as  defending  subsidies,  while  at  the  same 
time  the  previous  witness  was  attacked  for  having  canceled  a  subsidy 
contract. 

Senator  Revercomb.  Mr.  Chairman,  let  me  interrupt  there  to  say 
this.  Let  me  add  to  your  statement  that  the  inquiry  made  upon  the 
point  of  the  cancellation  of  the  contracts  was  not  that  they  should  not 
have  been  canceled,  in  time,  but  why  cancel  them  at  a  time  when  they 
lnew  the  plants  would  be  shut  down  and  throw  people  out  of  work? 
3  f  at  a  later  date  it  had  been  wise  to  cancel  those  contracts,  certainly, 
cancel  them. 

Now  about  the  subsidy  feature  under  those  contracts.  We  know 
that  they  were  war  contracts,  we  know  that  those  plants  were  built 
riastily  with  Government  funds.  Certainly  the  Government  would 
never  have  built  those  plants  but  for  the  war. 

Mr.  Berge.  Yes ;  but  they  were  subsidy  contracts. 

Senator  Revercomb.  Of  course  they  were,  there  isn't  any  question 
«bout  that  in  wartime.  We  are  making  a  plan  here  for  the  future 
economy  of  this  country,  and  it  comes  down  to  this— first,  we  want  no 
Monopoly,  but  how  far  are  we  going  to  stop  monopoly  ?  Are  we  going 
to  put  Government  in  business  to  do  it?  I  don't  think  that  private 
enterprise  can  survive,  or  that  any  plant  can  survive,  if  the  Govern- 
raent  goes  to  that  end. 

Mr.  Berge.  I  don't  like  subsidies  although  I  can  conceive  that  there 
roight  be  peacetime  demands  that  warranted  them  on  a  limited  basis. 
They  were  certainly  required  by  the  war.  But  my  purpose— and  I 
\rant  to  emphasize  it — is  not,  as  Senator  Wherry  suggested,  to  put 
Government  into  business  and  keep  it  there,  but  to  create  a  situation 
where  small  business  has  a  real  and  bona  fide  effective  chance  to  operate 
in  this  industry. 

Senator  O'Mahoney.  But  there  is  no  authority  in  law  for  the  Sur- 
jJus  Property  Board  to  set  the  Government  up  in  business,  is  there? 

Mr.  Berge.  Well,  no,  I  suppose  not. 

Senator  O'Mahoney.  Now,  Mr.  Symington,  I  think,  wanted  to 
toake  a  comment  at  this  point  and  I  think  it  would  be  altogether 
appropriate  that  he  do  so. 

*'rFC  HAS  NEITHER  AUTHORITY  NOR  INCLINATION  TO  SUBSIDIZE,"  WITNESS 

ASSERTS 

Mr.  Symington.  Thank  you,  Mr.  Chairman.  I  am  most  shocked 
a.t  my  efforts  if  Senator  Revercomb  felt  that  I  was  suggesting  a  sub- 
sidy.   The  point  of  this  hearing,  so  far  as  the  Surplus  Property  Ad- 


ministration is  concerned,  is  that  we  want  to  ^^^^^^V^^^^^^^^^^^^'; 
wants  to  do  about  it.    If  we  are  directed  to  subsidize,  it  will  be  oui 
effoi^  to  work  that  out  with  the  RFC.    We  realize  that  we  have  nc. 
authority  to  subsidize  and  we  are  not  suggesting  that  a  subsidy  i. 
Tipppqsarilv  the  wav  out  of  this  situation. 

Sena  or  Revercomb.  Mr.  Chairman,  let  me  read  from  a  summarj 
report  by  the  counsel  for  the  Surplus  Property  Committee,  which  ii. 
be?ore  me  in  print,  and  is  what  I  based  my  statement  upon  a  moment 
ago     I  want  to  be  entirely  fair  to  Mr.  Symmgton.    I  read  from  that 

report: 

ThP  resDective  positions  of  the  Sui-plus  Property  Administration  and  the 
AtTornev  G^era^  may  be  summarized  as  follows :  The  S">-Pl»s  P^o.P«"y  ,^^"',  ,"t 

f.^resToirerTh^at"tt'7«^^^^^^^^^ 

unlets  the  courts  dissolve  or  reorganize  Alcoa  under  Uie  Serman  Act. 

Now,  the  language  there,  "would  extend  certain  Government  aito 
to  aKs  competitors,"  caA  mean  nothing  else  to  me  than  subsidy  in 

^Tr.^BS^CHr?.  1  tefyr -pardon.  Senator  Revercomb  bij  I 
think  that  I  agree  with  the  definition  which  the  counsel  for  the  Surplus 
Property  Administration  yesterday  gave  of  what  constitutes  a  sub^ 
X  namely,  a  specific  appropriation  by  Congress  of  moneys  to  be 
expended  on  a  particular  enterprise  or  group  of  enterprises.  And 
he^^^oposkn  It  the  Surplus  Property  Administration  wihr^ect 
to  the  terms  of  the  leases  does  not,  in  my  opinion,  involve  a  subsidy. 
Senator  Revercomb.  You  may  put  that  interpretation  on  what  a 
subsidv  is  but  there  is  no  difference  between  appropriating  money 
and  paying  it  to  a  company  and  making  a  contract  for  the  company 
to  pay  Surllus  Property  or  RFC  certain  amounts  of  money,  and  then 

""WrT'^^RcmiRDrr.  Th^e  may  not  be,  economically,  a  difference. 
However,  legally  there  is  and  I  think  it  is  one  of  the  important  things 
for  this  committee  to  determine-how  far  under  the  law  the  Surplus 
Property  Administration  or  the  KFC  may  go  in  granting  terms, 
and  liberal  terms,  to  newcomers  to  the  industry. 

Senator  Kevercomb.  Well,  I  am  not  going  into  the  question  of  legal 
Hiffprpnces     I  am  ffoing  into  the  factual  results. 

Mr  Symington,  ^n  further  discussion  of  this  problem,  sir  may  we 
read  the  conclusion  in  our  report  to  the  Congress,  part  IV,  Alternative 

Senator  O'Mah^^  (interposing).  What  page  are  you  reading 

from? 

Mr.  Symington.  Page  53. 

The  Board  reiterates  its  belief  that  in  the  case  of  the  aluminum  plants  the 
obiectives  of  the  Surplus  Property  Act  of  1944  can  best  be  accomplished  by  a 
dlsDosaT  Dlan  tMt  competition  in  the  industry.     The  program 

SSed'^rtiis  report  V^h^  opinion  of  the  Board  seems  more  likely  to 
Sotlcompet  tion  and  thus  to  achieve  the  purposes  of  the  statute  than  any 
othS  pro3  that  has  been  caUed  to  the  Board's  attention.  The  Board  recog- 
nizes thTconditions  beyond  its  control  may  make  this  program  impossible 
oraUmplirment'^nhat  event,  unless  the  courts  dissolve  or  reorga^^ 
Alcoa  under  the  Sherman  Act.  it  will  be  for  Congress  to  consider  whether  to. 
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leave  the  aluminum  industry  under  the  domination  of  one  company  or  whether 
to  authorize  the  Government  either  by  subsidized  or  direct  operation  of  key 
plants  to,  provide  some  measure  of  production  that  is  independent  of  Alcoa's 
control. 

So  I  say  that  in  this  case  we  are  not  recommending  anything.  We 
are  leaving  it  up  to  the  Congress  to  decide  what  they  want  to  do  with 
the  aluminum  industry. 

Senator  Kevercomb.  Of  course,  anything  contained  in  your  report, 
whether  it  is  expressed  in  the  alternative  or  not,  when  you  say  that  you 
will  do  thus  and  so,  or  it  may  be  done  by  subsidizing  Government 
plants,  in  the  language  which  you  have  just  read,  is  the  report  to  this 
Congress.  While  you  say  it  may  not  be  a  recommendation  it  is  the 
report  that  you  have  presented  for  us  to  act  upon  and  it  is  one  of  the 
issues  which  we  face  and  must  decide. 

Senator  Cordon.  It  occurs  to  me  that  what  Mr.  Symington  has 
really  said  in  his  report  is  that  in  carrying  out  the  announced  policy 
of  Congress  with  reference  to  the  disposal  of  surplus  property  and 
the  disposal  of  these  plants,  in  order  to  create  competition,  that  he 
may  not  be  able  to  do  it  except  and  unless  the  Congress  support  this 
program  by  subsidies  or  by  providing  other  aids.  I  think  that  is  what 
he  is  trying  to  say,  that  it  may  be  impossible  to  carry  out  this  policy 
unless  the  Congress  supports  such  action. 

Mr.  Symington.  That  is  right. 

Senator  O'Mahoney  .  Mr.  Symington,  may  I  call  attention  to  para- 
graph No.  9  of  your  conclusions,  appearing  on  page  45  of  your  report 
to  the  Congress.  It  seems  to  me  that  this  paragraph  gives  the  gist 
of  the  point  that  is  now  under  discussion.    It  reads  as  follows : 

The  problems  of  promoting  new  competition  call  for  liberal  terms  of  lease 
or  sale  of  plants  with  prices  to  be  determined  by  earning  ability.  It  will  be 
necessary  for  the  Government  to  aid  in  offsetting  the  subsidized  advantages 
of  the  Aluminum  Co.  of  Canada. 

Now  what  these  terms  or  prices  may  be,  and  whether  or  not  they 
constitute  a  subsidy,  would  depend,  I  take  it,  wholly  upon  the  char- 
acter of  the  terms  and  prices  that  were  oifered,  themselves.  Is  that 
right,  Mr.  Symington;  is  that  the  way  you  feel  about  it? 

Mr.  Symington.  Yes,  sir. 

Senator  Kevercomb.  May  I  just  make  this  comment.  There  isn't 
any  doubt  about  it  that  this  committee  and  the  Congress  is  faced,  in 
making  determinations  upon  this  hearing,  with  whether  or  not  we  are 
going  to  recommend  aids  or  subsidies  or  whatever  you  may  desire  to 
term  them,  to  compete  with  private  industry.  That  is  an  issue  before 
us. 

Senator  O'Mahoney.  Now  what  do  you  mean  by  competing  with 
private  industry;  you  don't  mean  the  Government  competing  with 
private  industry  ? 

Senator  Revercomb.  Oh,  yes;  and  I  go  so  far  as  to  say  Government 
competing  with  private  industry  in  the  offer  that  was  made  or  was 
spoken  of  yesterday  by  Mr.  Husbands,  where  the  Government  was 
going  to  share  in  the  profits  and  was  certainly  going  to  share  in  the 
losses. 

Senator  O'Mahoney.  The  Aluminum  Co.  of  America  in  the  letter 
of  July  24,  1945,  clearly  stated  that  it  would  have  to  be  satisfied  with 
the  terms  and  conditions  which  the  Government  laid  down  before  it 
would  undertake  to  take  over  any  plant,  and  it  furthermore  declared 


that  it  wouldn't  take  one  plant  unless  it  also  could  have  the  other 
So  that  it  seems  to  me  that  the  Surplus  Property  Board,  m  carrying 
out  the  express  direction  of  Congress  to  reestablish  a  competitive  econ- 
omv,  must  be  permitted  to  take  into  consideration  ways  and  means  of 
doing  that  without  being  accused  of  somehow  or  another  improperly 
working  against  private  enterprise.  I  confess  it  is  difficult  for  me  to 
see  how  a  program  which  is  frankly  intended  to  promote  competition 
in  an  industry  can  be  termed  by  anybody  a  program  to  extend  Cjov- 
ernment  control  and  operation.  ^i  •       Ti?  ai 

Senator  Revercomb.  Well,  Mr.  Chairman,  let  me  say  this.  If  Alcoa 
or  any  other  company  is  guilty  of  dangerous  monopoly,  that  must  be 
ended  I  am  using  Alcoa  here  because  it  seems  to  be  the  one  company 
concerning  which  this  issue  has  been  raised.  But  I  am  not  willing-- 
while  I  was  willing  in  times  of  war  to  see  the  Government  go  into 
anv  enterprise,  just  as  much  as  taking  the  individuals  and  impressing 
them  into  service,  yet  we  are  setting  up  here  a  plan  of  future  economy 
and  it  is  my  hope  that  we  can  do  away  with  monopoly  by  anyone, 
Alcoa  or  anyone  else,  without  putting  the  Government  in  business  as 
a  competitor  with  any  private  enterprise  in  this  country,  because  1  feel 
that  the  country  is  built  on  private  enterprise,  its  greatness  m  industry 
has  resulted  from  it  and  I  don't  want  to  see  the  courts  change  it 

Senator  O'Mahoney.  Mr.  Symington,  may  I  ask  you  whether  the 
Surplus  Property  Administration  contemplates  putting  the  govern- 
ment in  competition  with  private  industry  ? 
Mr.  Symington.  No,  sir. 

Senator  Wherry.  Mr.  Chairman,  may  I  have  a  word  i 
Senator  O'Mahoney.  Surely.  . 

Senator  Wherry.  Mr.  Symington,  in  your  statement  yo^g^l  three 
courses  of  action.  The  third  one  is  Government  aid.  And  I  hnd  in 
section  19  (c)  the  following  words: 

The  Surplus  Property  Board  recommends  the  third  course  of  action  to  the 
Congress  and  will  follow  it  unless  the  Congress  directs  otherwise  under  section 
19  (c)  of  the  act. 

Now  it  seems  to  me,  in  view  of  the  statement  made  by  the  witness, 
that  they  were  in  total  agreement  as  to  the  reports  of  not  only  the 
Surplus  Property  Administration  but  the  Senate  Small  Business 
Committee  in  making  their  recommendations,  if  I  interpret  that 
recommendation  correctly  that  is  the  third  alternative  and  that  is 
the  alternative  that  gives  Government  aid,  whatever  that  is. 
Mr.  Cox.  Senator  Wherry,  may  I  comment  on  that? 
Senator  Wherry.  Certainly,  I  would  be  glad  to  have  you  do  so. 
Mr.  Cox.  That  statement '  refers  not  to  the  last  sentence  that  Mr. 
Symington  read  but  to  the  three  disposal  programs  which  are  stated 
on  pages  47  et  seq.  of  the  report.    The  recommended  competitive  pro- 
gram does  not  involve  any  subsidy  because  in  my  opinion,  as  I  said 
yesterday,  we  have  no  authority  to  authorize  any  subsidy. 

Senator  Wherry.  Well,  thank  you  for  that  contribution.  I  think 
it  refers  to  the  disposal  and  it  is  this  comprehensive  plan  that  you 
are  talking  about  which  in  oral  testimony  has  been  stated  as  the  plan 
recommended  by  the  Surplus  Property  Administrator  and  the  Senate 
Small  Business  Committee  and  the  Attorney  General  for  the  dis- 
posal of  these  plants. 
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Now  I  would  like  to  ask  Mr.  Berge  a  question.  I  think  we  are  in 
full  accord  here  that  there  is  no  authorization  by  Congress  for  the 
Surplus  Property  Administrator  to  pay  an  incentive  subsidy;  that 
It  would  have  to  come  to  Congress  for  that  authority.  Am  I  correct 
in  tnat  £ 

Mr.  Berge.  I  think  so. 

Senator  Wherry.  Now  then,  if  they  lease  the  plants,  Mr.  Berge,  as 
was  suggested  yesterday-you  were  not  here  and  I  rather  hesitfte  to 

W  '  .^^Pl''"'  Y.l^  ^  ^"^  '*  '?°."^'="y  't  ^^^  ^  temporary  lease  on  the 
has  s  that  to  get  this  competit  on  through  disposing  of  these  plants 
that  they  lease  them,  and  that  in  the  event  of  a  loss  the  Government 

Mr  Husbands?*^"''  ''  "''  ''  P""*"*  "*  **^^  loss-is  th^rcor^S 

Mr.  Husbands.  It  would  stand  all  of  the  loss  the  first  vear  and  M 
percent  the  second  and  third  years.  ^  * 

Senator  Wherry.  I  would  like  to  ask  Mr.  Berge  if  in  his  opinion 
you  would  have  to  come  to  Congress  for  that  authority,  or  could  M? 
STsSngf      '"^  '"'^  ^'''*'  '^'  P^''"*^  °"  th°^«  terms' without  Con! 

i.^J'""* ^r?-  S^?!*"""'  I  really  don't  know.  I  would  reallv  have  to 
look  at  the  law ;  I  haven't  considered  that  question.  ^ 

Senator  Wherry.  If  you  are  going  to  look  it  up  I  wish  von  wonlrl 

irhe"'/Fc'c:^"'r  \'^Vr^^'  k^  ^  ^^^^^  HkeToTlJo"™ou 
Congress  "''        *  *''"''''  '''*''°"*  ^"^  """'^  ^"thority  f/om 

Mr.  Berge.  We  will  check  on  that. 

Senator  Wherry.  Or  any  other  Government  agency  that  miffht  ha  v« 
something  to  do  with  the  disposal  of  these  plants  ^         ^ 

Mr.  Berge.  Yes. 

Senator  O'Mahoney.  Mr.  Cox  would  like  to  make  a  comment 

Mr.  Cox.  I  can  tell  you  what  my  opinion  is  on  th«f  f ^f  ^w  v  • 

worth,  and  that  is  that  we  have  no  autWv  to^^»ti  «     ^^*  '*  '^ 

ment  that  requires  us  to  make  a  monerpayment    To  nuHf^  ''"^T- 

terms  I  don't  think  there  is  anyon?  HC  GovIXnt  t^^^ir 

.  thorized  to  write  a  check  to  any  operator  to  make™an  opeKg 

t^ffT*'' Q^^f ""  «  ^'■^  y^"  authorized  to  make  a  lease  on  the  basi, 
that  the  Surplus  Property  Administrator  or  the  RFC  could  (Trrv 

CongrLrr  "^^''*'''  '^  '^'-  ^"^^^"'^«'  -i*'^""*  auth?i:iSnS 

Mr.  Cox.  If  I  understand  it  that  lease  would  require  us  or  miaht 
require  us  if  there  was  a  loss,  to  make  an  out-of-pSt  pavm^t  t^ 
make  up  the  loss-is  that  right,  Mr.  Husbands  ?      ^  Payment  to 

Mr.  Husbands.  That  is  true. 

Mr.  Cox.  I  think  we  have  no  authority  to  do  that. 

Senator  O'Mahoney.  Mr.  Symington  ? 

a  q^Istfo™"'^''-  ^-  C'^^i™*"'  I  ^°"ld  like  to  ask  Senator  Wherry 
•  Senator  O'Mahoney.  Now  we  will  have  the  examiners  examinp,! 

d^n'.®™™''T^-  ^"  ^"^^  «*^t  ^  "ttle  problem  herfsenZ-  It 
doesn  t  seem  so  big  any  more  but  it  still  seems  pretty  large  to  m^  W« 
have  got  about  700  million  dollars  of  the  Governments  monev  ^t 
into  these  aluminum  plants  and  we  have  got  instruct  oLfrZ  the 


court  and  the  Attorney  General's  office  with  respect  to  what  we  can 
do  with  the  most  likely  purchaser.  Now  if  we  have  this  house  and 
we  want  to  fix  it  up  a  little  bit,  or,  for  example,  agree  that  if  somebody 
will  come  in  and  take  a  chance  on  it  that  we  will  assume  a  temporary 
risk  for,  say,  a  year  as  the  maximum,  in  order  to  try  to  move  on  that 
basis,  for  the  taxpayers,  the  $700,000,000,  would  that  be  considered  a 

subsidy  ? 

Senator  Wherry.  That  is  a  rather  long  question.  My  theory  is 
that  we  have  no  right  to  set  up  the  Government  in  business  because 
the  out-of-pocket  money  in  the  final  analysis  might  amount  to  con- 
siderably more  than  the  physical  valuation  of  these  plants.  And  I 
don't  believe  that  Congress,  and  I  don't  believe  that  you,  have  any 
right  to  set  up  the  Government  in  business  on  that  kind  of  a  basis. 
Secondly,  if  I  had  those  defense  plants,  and  I  said  this  last  summer 
when  it  was  hotter  that  it  is  today,  I  would  scour  the  country  to  get 
private  enterprise  to  take  them  over,  and  I  wouldn't  shut- the  doors. 
I  would  get  my  deal  ready  and  then  I  would  present  it  to  the  court. 

EFFICIENCY  OF  ALCOA  AND  REYNOLDS  PRAISED  BY  SENATOR  WHERRY 

I  am  just  wondering  Mr.  Symington— of  course,  you  are  just  a  new 
man  there,  and  I  appreciate  the  way  you  testified— I  don't  think  you 
and  I  disagree  very  much  on  your  statement,  but  I  don't  believe  that 
any  door  should  be  shut  to  Alcoa  or  Reynolds.  I  have  a  great  deal  of 
faith  in  this  young  competitor  that  has  come  up  the  hard  way  against 
Alcoa;  and  if  they  can  do  it,  why  can't  others? 

Mr.  Caskie.  I  believe  that,  but  you  must  remember  that  we  have 
competitors  that  have  been  subsidized;  that  is  not  an  abstract  propo- 
sition. 

Senator  Wherry.  That  is  true,  but  I  would  exhaust  every  resource  to 
see  if  we  can't  sell  the  plants  to  private  enterprise.  I  don't  want  a 
monopoly  any  more  than  you  do,  with  Alcoa  or  Reynolds  or  anybody 
else,  and  I  agree  that  if  you  can  break  them  up  legitimately,  legally, 
that  probably  Senator  O'Mahoney's  position  is  correct  here.  I  am  not 
for  centralizing  industry  in  one  basket,  but  I  want  to  say  that  I  don't 
know  of  a  company  that  has  done  any  better  than  Alcoa  or  Reynolds 
in  the  production  of  aluminum  during  this  war.  They  have  produced 
aluminum,  and  they  have  sold  it  at  a  price  that  is  less  than  it  was  in 
1939.  Now,  before  you  break  up  a  company  that  is  as  efficient  as  that, 
you  want  to  think  a  long  time  before  you  put  some  young  company  into 
existence  here  to  whom  you  are  going  to  lease  the  plant  on  the  terms 
stated  by  Mr.  Husbands,  because,  if  you  do,  you  are  gomg  to  put  the 
Government  in  business,  and  when  you  do  you  have  got  a  monopoly- 
controlled  institution,  if  you  meet  the  efficiency  of  Reynolds  and  Alcoa. 

Senator  O'Mahoney.  May  I  interrupt  to  say  that  I  don't  quite  fol- 
low Senator  Wherry 

Senator  Wherry  fmterposing) .  Well,  you  never  could. 

Senator  O'Mahoney  (continuing).  On  his  conclusions.  The  as- 
sumption that  any  effort  to  protect  little  business  will  lead  to  Govern- 
ment control  seems  to  me  to  be  a  complete  non  sequitur.  The  Senator 
is  merely  assuming  the  worst.  Why  xan  we  not  for  once  assume  the 
best  and  presume  that  these  gentleman  mean  what  they  say,  that  they 
want  to  follow  the  instructions  of  Congress  and  reestablish  competi- 
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lion  by  private  industry  in  this  business?  Why  should  they  be  con- 
( inually  charged  with  a  secret  and  undisclosed  purpose  of  setting  the 
( Government  up  in  this  business?  We  are  confronted  with  a  positive 
fact;  we  know  that  with  respect  to  one  part  of  this  industry,  at  least, 
the  highest  court  in  the  land,  through  the  circuit  court  of  appeals 
which  was  sitting  for  it,  said  that  we  have  a  monopoly. 

Senator  Wherry.  In  what  ? 

Senator  OMahoney.  In  primary  aluminum. 

Senator  Wherry.  In  ingots. 

Senator  O'Mahoney.  In  the  manufacture  of  primary  aluminum. 
Now,  then,  the  Surplus  Property  Administration,  recognizing  that 
statement  of  the  court,  and  recognizing  the  instructions  of  Congress, 
is  laying  before  us  its  recommendation  for  a  disposal  policy  which 
will  bring  new  enterprise,  inedependent  enterprise,  free  enterprise, 
into  the  picture.  But  instead  of  being  commended  for  making  such 
a  recommendation  these  gentlemen  are  being  scolded  on  the  assump- 
tion that  they  mean  something  very  different  from  what  they  say. 

Senator  Revercomb.  Let  me  say  that  I  am  not  scolding 

Senator  O'Mahoney.  Oh  well,  I  will  absolve  you.     [Laughter.] 

Senator  Wherry.  Are  you  going  to  absolve  me  too  ? 

Senator  O'Mahoney.  I  will  absolve  you  too.     [Laughter.] 

Senator  Wherry.  I  am  not  scolding  anybody,  I  like  this  man  Berge. 
He  is  from  Nebraska  and  I  want  to  see  him  get  along.     [Laughter.] 

Mr.  Berge.  Thank  you.  Senator. 

Senator  O'Mahoney.  Now,  Mr.  Berge,  you  have  been  struggling 
to  say  something  and  we  have  shut  you  off.  So  you  now  have  the 
floor. 

Mr.  Berge.  I  would  like  to  comment  on  a  few  points  that  have  been 
raised. 

Senator  Wherry  referred  to  the  splendid  wartime  job  of  the  com- 
panies who  had  the  contracts,  and  of  course  nobody  questions  that.  I 
think  it  is  appropriate  to  observe,  however,  that  they  did  it  under 
huge  Government  subsidies,  and  we  don't  question  either  that  that 
was  warranted  for  the  war. 

Senator  Wherry.  Wliere  would  you  have  been  without  the  Alumi- 
num Co.  of  America  and  Reynolds,  regardless  of  those  Government 
subsidies,  and  they  came  up  the  private  enterprise  way  ? 

Mr.  Berge.  I  don't  question  that  they  did  a  good  job,  but  if  there 
had  been  three  or  four  real  competing  companies  they  also  would  have 
done  a  good  job.  When  a  war  comes  along  the  Government  has  to 
deal  with  whoever  we  have  to  deal  with,  and  I  don't  for  a  moment 
suggest  that  they  or  other  companies  in  other  industries  who  were  in 
more  or  less  monopolistic  positions  didn't  do  a  good  job  when  they 
gt  under  way  and  had  Government  help.  But  I  think  that  that  accen- 
tuates the  present  problem.  The  fact  that  they  did  have  those  sub- 
sidies, did  have  that  Government  help,  now  raises  the  question  of 
whether  you  may  not  have  to  provide  some  kind  of  interim  subsidies 
in  order  to  get  competition  going  again  in  the  industry. 

You  referred.  Senator  Wherry,  to  scouring  the  country  for  buyers. 
That  is  not  a  function  of  the  Department  of  Justice  but  I  am  sure  I 
am  not  stepping  out  of  bounds  in  saying  that  the  other  agencies  have 
been  doing  that.  But  you  can  scour  the  country  from  now  until 
doomsday  and  you  are  not  going  to  get  buyers  unless  the  private 


interests  feel  that  they  have  got  some  chance  of  standing  up  against 
this  huge  integrated  giant  of  the  industry,  and  our  problem  now  is  how 
are  we  going  to  create  conditions  through  which  competitive  private 
enterprise  will  come  in.  It  seems  to  me  that  you  have  to  consider 
proposals  or  suggestions  such  as  came  from  Mr.  Symington's  report, 
or  else  face  the  fact  that  there  won't  be  any  buyers  and  go  ahead  then 
with  a  dissolution  of  Alcoa  through  the  court,  or  legislatively  provide 
for  a  monopoly  in  the  aluminum  industry,  and  I  need  not  say  that  I 
would  be  opposed  to  the  last  of  those  courses. 

Senator  Wherry.  I  think  we  would  all  be  opposed  to  that. 

Mr.  Berge.  And  I  will  say  that  the  Department  of  Justice  will  go 
ahead  with  a  dissolution  program  unless  out  of  this  there  comes  some 
solution  to  the  monopoly  situation. 

Senator  O'Mahoney.  Of  course  somebody  may  introduce  a  bill  to 
turn  the  whole  Government  aluminum  industry  over  to  Alcoa.  There 
is  that  possibility. 

Mr.  Berge.  Well  that  will,  frankly,  pose  the  issue. 

Senator  Wherry.  Reynolds  ought  to  be  in  that  bill  too,  hadn't  they, 
Senator  ?     Let's  get  them  both  in. 

CX)MPLETE  ALUMINUM  MONOPOLY  AT  BEGINNING  OF  WAR 

Mr.  Troy.  I  wonder  if  Senator  Wherry  realizes  the  fact  that  there 
was  a  complete  monopoly  in  aluminum  at  the  beginning  of  the  war  and 
we  spent  $700,000,000  to  introduce  aluminum  facilities  where  possibly 
we  would  have  spent  only  $300,000,000  had  there  been  competition 
and  an  ability  to  expand  immediately  in  our  own  locality,  thereby 
saving  more  than  $400,000,000  of  the  Government's  money. 

Senator  Wherry.  Of  course  there  is  some  question  whether  we  over- 
built, so  that  question  fails  right  there.  We  built  a  lot  of  plants  that 
we  probably  didn't  need  to  build. 

Mr.  Troy.  That  was  because  there  was  a  monopoly  and  no  one  was 
sure  how  the  program  would  work  out. 

Senator  Wherry.  The  Reynolds  organization  built  up  their  organi- 
zation without  any  Government  hand-outs.  Of  course  thfey  had  some, 
but  they  risked  their  entire  fortune. 

Senator  Revercomb.  If  I  followed  what  you  say,  the  fact  that  the 
Government  spent  $700,000,000  didn't  result  from  a  monopoly  in  the 
industry,  it  resulted  from  the  fact  that  there  was  a  sudden  great  need 
for  aluminum,  and  as  I  understand  it  the  Alcoa  doubled  its  output, 
the  Reynolds  Metals  Co.  came  into  existence,  and  the  Government 
stepped  in,  as  it  should  have  done,  to  increase  this  unusual  sudden 
demand  for  aluminum.  Even  our  own  Government  heads  didn't 
know  the  needs  for  aluminum.  The  report  on  the  aluminum  question 
filed  by  Mr.  William  L.  Batt,  from  which  I  have  some  excerpts,  shows 
that  from  month  to  month  almost  they  changed  the  requirements  for 
aluminum.  It  was  one  of  the  most  difficult  problems  the  Government 
had  in  the  War  Department  in  conducting  this  war.  Of  course  the 
Government  went  in  and  expended  $700,000,000,  and  I  don't  think  the 
fact  that  there  was  or  was  not  a  monopoly — I  don't  know  whether 
there  was  or  not — ^had  anything  to  do  with  the  Government's  expendi- 
ture.   It  was  to  furnish  this  needed  aluminum  in  the  push  of  war. 
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Mr.  Troy.  I  might  point  out  to  the  Senator  that  the  expansion  of 
existing  facilities  would  ha;ve  been  on  a  smoother  basis,  at  lower  cost, 
rather  than  starting  and  building  up  a  gigantic  industry  because  there 
was  only  one  manipulator.  There  were  no  competitive  contracts  being 
offered  to  anyone  else.  No  one  could  expand  his  facilities  because  none 
existed. 

Senator  Ke\^ercomb.  Those  in  existence  were  expanded  almost  100 
percent.  ' 

Mr.  Troy.  What  facilities  do  vou  have  reference  to  ? 

Senator  Revercomb.  Those  of  Alcoa.  They  expanded  as  fast  as 
they  could,  so  far  as  Batt's  report  shows.  Now  here  is  the  situation, 
and  it  gets  back  to  this.  Whether  there  had  been  50  companies  or  1 
company  or  a  half  a  dozen  there  would  not  be  any  more  aluminum 
plants  than  the  market  would  take  at  the  beginning  of  this  war. 

Mr.  Troy.  My  point  is  technical.  Senator.  When  you  can  expand 
an  existing  facility  rather  than  create  an  entire  new  industry,  which 
is  virtually  what  was  done,  that  can  be  done  at  considerably  less 
expense. 

Senator  Revercomb.  Well,  the  facilities,  whether  th^y  yere  ij\,the 
name  of  one  company  or  a  dozen,  were  here  and  were  expanded.'    "^'y^-^ 

Mr.  Troy.  There  were  no  competitive  companies,- no -companies 
which  offered  preferable  arrangements  for  the  production  of  aluminum 
at  that  time. 

Senator  Revercomb.  The  only  preference  that  you  could  talk  about 
would  be  on  price ;  the  facilities  were  there. 

Senator  O^Mahoney.  Sometimes  discussions  of  what  might  have 
been  are  rather  fruitless. 

Senator  Revercomb.  Even  on  hind  sights. 

Senator  O'Mahoney.  That  is  right.  But  we  have  this  fact;  that  in 
the  steel  industry  there  were  some  facilities  which  were  not  under 
control.  In  other  words,  I  think  it  may  reasonably  be  said  that  in 
steel  production  in  the  United  States  we  did  not  have  the  monopo- 
listic condition  which  the  Court  has  found  in  the  case  of  aluminum. 
As  a  result  of  that  the  point  which  Mr.  Troy  makes  is  this,  that  the 
steel  facilities  had  to  be  expanded  only  17  percent  by  Government 
investment,  but  because  of  the  monopolistic  condition  in  aluminum 
the  war  required  an  expansion  of  sevenfold,  and  that  had  to  be  done 
by  Government  investment.  I  think  his  point  is  that  if  there  had  been 
the  same  degree  of  competition  in  the  aluminum  industry  that  there 
was  in  the  steel  industry,  the  Government  would  not  have  been 
obliged  to  lay  out  $734,000,000  for  the  expansion  of  facilities. 

Mr.  Troy.  That  is  correct,  sir. 

Senator  Revercomb.  Let  me  ask  the  Senator  this.  What  was  the 
comparative  step-up  in  need  for  production  between  steel  prior  to  the 
war  and  during  the  war,  and  aluminum  prior  to  the  war  and  during  the 

war? 

Senator   O'Mahoney.  I   don't  know  what  the  percentages   are, 

but 

Senator  Revercouhb.  That  will  answer  you  question.  It  didn't  de- 
pend upon  who  owned  or  ran  the  mills;  it  depended  upon  the  com- 
parative increase  in  need  for  the  article. 


Senator  O'Mahoney.  For  the  purposes  of  the  war  we  had  to  build 
something  like  84,000  war  vessels,  most  of  which  were  constructed  of 
steel  We  had  to  manufacture  untold  numbers  of  high-powered  shells, 
a  ffood  part  of  which  was  made  of  steel.  We  had  to  expand  our  mari- 
time fleet  I  don't  know  how  many  times.  Certainly  today  we  have  the 
largest  fleet  that  ever  sailed  upon  the  ocean— probably  greater  than  any 
combination  of  maritime  nations.    That  was  made  of  steel. 

Senator  Revercomb.  And  we  stopped  buildmg  skyscrapers  also. 

Senator  O'Mahoney.  I  think  that  the  expansion  and  use  of  steel 
for  the  purposes  of  war  almost  beggars  description. 

Mr  Troy.  I  think,  myself,  that  in  most  cases  your  plants  were  built 
on  the  basis  of  personnel  available  rather  than  the  economic  standard 
of  that  plant;  because  there  were  only  a  handful  of  technical  men  who 
were  available,  it  was  necessary  to  spread  out  theix  know-how  by  taking 
a  plant  that  was  twice  its  economic  size,  spend  twice  as  much  money, 
and  use  half  of  it  with  the  thought  in  the  back  of  your  mind  that 
possibly  some  day  the  balance  of  it  would  be  required,  and  they  did 
that  because  the  personnel  was  not  available  at  the  time. 

Senator  Revercomb.  I  am  not  debating  the  need  of  extensive  com- 
petition. I  will  go  along  with  you  on  that,  but  when  you  raise  this 
question  can  you  tell  me  how  much  more,  in  percent,  steel  was  needed 
when  war  came,  and  how  much  more,  in  percent,  aluminum  was  needed, 
over  peacetime  production  ?     That  will  answer  your  question,  I  think. 

Mr.  Troy.  I  can  answer  that  question  in  only  one  way,  without  tacts 
or  figures,  and  say  that  we  were  using  considerably  less  aluminum  than 
we  should  have  been  using  prior  to  the  war. 

Senator  Wherry.  Of  course,  your  steel  plants  weren  t  free  from 
overexpansion.  Look  at  your  Geneva  plant— a  $200,000,000  invest- 
ment—and what  are  you  going  to  do  with  it?  The  complete  answer 
was  competition,  because  you  overbuilt  in  a  lot  of  industries,  and  steel 

wasn't  the  only  exception.  ^.       i.  i.        i.v 

Mr.  Troy.  We  were  suffering  from  underconsumption  before  the 


war. 


Senator  O'Mahoney.  I  think  we  will  let  you  finish  with  your  state- 

ment  I^r  Bersre. 

Mr.  Berge.  I  was  going  to  observe,  but  I  believe  it  has  been  covered 
by  Mr.  Troy,  that  while  I  can't  cite  the  figures  we  have  them,  and  I  am 
sure  the  economists  on  this  subject  would  pretty  much  agree,  the  alu- 
minum industry  before  the  war  was  an  abnormally  small  industry  as 
a  whole — I  mean  small  in  comparison  to  the  potential  use  of  the  metal — 
and  I  think  that  it  can  be  demonstrated  that  the  fact  of  monopoly 
control  did  greatly  restrict  the  production  and  use  of  aluniinum  as 
compared  to  other  industries  where  there  were  competing  unHs. 

Now  I  have,  Mr.  Chairman,  only  about  a  page  and  a  half  of  my 
statement  left  to  read.  I  can  read  it,  although  frankly  I  believe  that 
the  points  have  mostly  been  covered  in  our  discussion.  I  would  be 
glad  to  read  it  or  I  can  put  it  into  the  record.  If  it  won't  trespass  on 
your  patience  I  will  read  the  rest  o^  it. 

Senator  O'Mahoney.  Then  proceed  on  that  basis,  if  you  will,  Mr. 
Berge. 
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MORE  THAN  "jUST  BEST  DISPOSAL  PLAN"  IS  NECESSARY  TO  CREATE  VIGOROUS 

COMPETITION  IN  ALUMINUM 

Mr.  Berge.  It  would  have  been  easier  and  more  pleasant  not  to  dis- 
cuss just  what  is  necessary  to  establish  competition  in  the  aluminum 
industry.  Nevertheless  we  felt  that  Congress  should  have  our  judg- 
ment on  this  issue.  Of  course,  a  new  process  or  technology  applied 
boldly  and  resourcefully  by  an  independent  newcomer  could  make 
obsolete  all  the  facts  and  analyses  contained  in  all  three  reports.  But 
short  of  such  an  unpredictable  development,  we  in  the  Department  of 
Justice  still  feel  that  to  establish  vigorous  competition  in  the  aluminum 
industry  will  require  more  than  just  the  best  disposal  program. 

In  this  connection  I  would  like  to  call  your  attention  to  the  closing 
words  of  Mr.  Symington's  report.  He  points  out  that  although  the 
Board  has  chosen  that  program  which  is  most  likely  to  promote  com- 
petition, it  nevertheless — 

recognizes  that  conditions  beyond  its  control  may  make  this  program  impossible 
of  accomplishment. 

In  that  event  the  report  goes  on  to  say : 

unless  the  courts  dissolve  or  reorganize  Alcoa  under  the  Sherman  Act,  it  will 
be  for  Congress  to  consider  whether  to  leave  the  aluminum  industry  under  the 
domination  of  one  company  or  whether  to  authorize  the  Government,  either  by 
subsidized  or  direct  operation  of  key  plants,  to  provide  some  measure  of  pro- 
duction that  is  independent  of  Alcoa's  control. 

I  want  to  make  it  clear  that  the  reorganization  of  Alcoa  is  not  sug- 
gested as  a  substitute  for  an  aggressive  disposal  program.  The  degree 
of  reorganization  to  be  recommended  to  the  Court  will  depend  on  how 
successful  the  disposal  program  is.  The  Department  of  Justice  and 
the  Surplus  Property  Administration,  I  am  happy  to  say,  see  eye  to 
eye  on  the  disposal  question.  Every  proposal  or  plan  submitted  for 
approval  to  us  will  get  prompt  attention  and  a  quick  reply.  Our  atti- 
tude toward  it  will  be  a  practical  one,  fully  aware  of  the  necessity  for 
hastening  the  reconversion  process. 

In  closing  I  would  suggest  that  the  Government  make  it  clear  to 
industry,  especially  those  who  can  and  would  use  aluminum,  that  com- 
petition will  be  established  in  this  industry,  no  matter  what  it  takes. 
These  hearings  will  help  drive  that  point  home  and  a  specific  program 
of  action  will  go  even  further.  The  announcement  of  the  KFC  last 
month  that  it  was  canceling  Alcoa's  lease  on  certain  Government 
plants  to  help  "create  competition"  also  had  a  wholesome  effect.  The 
proof  is  that  the  first  formal  bid  for  these  plants  came  in  response  to 
that  action,  from  Reynolds  T«l9tals  Co.  If  bauxite  and  power  are  made 
available  at  a  low  enough  cost,  further  interest  in  these  plants  will  be 
shown. 

Senator  O'MxIiioney.  Mr.  Olds,  will  you  take  note  of  the  reference 
to  that  cost  of  power,  and  Mr.  Goldschniidt  ? 

Mr.  Berge.  But  most  of  all,  industry  must  be  convinced  that  Gov- 
ernment will  continue  its  interest  beyond  the  disposal  of  the  public 
plants.  On  that  score  I  can  assure  you  that  we  will  keep  in  close 
touch  with  conditions  and  take  whatever  action  is  necessary  under 
the  aluminum  decision.  There  can  be  no  question  about  the  firm- 
ness of  the  Court's  decision  to  make  the  aluminum  industry  com- 


petitive. If  that  objective  is  not  achieved  through  the  disposal  of 
Government  plants,  then  it  will  be  achieved  through  the  application 
of  the  Sherman  Act  in  conformity  with  the  opinion  of  the  Court. 

Senator  Revercomb.  May  I  just  make  one  comment?  Will  you 
turn  to  page  6  of  your  statement?  In  view  of  a  discussion  that  arose 
here  I  want  to  call  attention  to  and  emphasize  a  quotation  from  Mr. 
Symington's  report  as  follows : 

♦  *  *  It  will  be  for  Congress  to  consider  whether  to  leave  the  aluminum 
industry  under  the  domination  of  one  company  or  whether  to  authorize  the 
Government,  either  by  subsidized  or  direct  operation  of  key  plants,  to  provide 
some  measure  of  production  that  is  independent  of  Alcoa's  control. 

There  you  see  that  we  are  confronted  with  two  very  important 
issues— whether  Alcoa  is  to  go  on,  even  whether  we  decide  whether 
or  not  it  is  in  our  opinion,  regardless  of  what  the  Court  says,  a 
monopoly;  or  whether  or  not  we  are  going  to  engage  in  subsidies 
with  Government  aid.    I  call  that  to  your  attention. 

Senator  O'Mahoney.  It  also  should  be  brought  to  the  attention  of 
those  who  are  listening  that  that  reference  is  introduced  ^  the 
specific  statement  that  it  will  be  for  Congress  to  determine.  There- 
fore, we  have  a  statement  by  the  Surplus  Property  Administration 
which,  in  terms,  is  an  explicit  disavowal  of  authority  to  do  it  itself. 

Senator  Revercomb.  There  is  no  question  about  the  authority,  we 
don't  debate  that,  we  are  all  in  agreement  that  the  Surplus  Property 
Administration  does  not  have  that  authority. 

unless  DISPOSAL  PROGRAM  CREATES  COMPETITION,  DISSOLUTION  OF  ALCOA 

MAY  RESULT 

Mr.  Berge.  I  might  just  close  with  the  thought  that  unless  the  sur- 
plus Property  disposal  program  is  able  effectively  to  create  com- 
petition, we  are  faced  with  and  we  will  have  a  dissolution  of  Alcoa, 
barring  action  by  Congress  to  exempt  Alcoa  from  the  antitrust  laws. 

(Discussion  off  the  record.) 

Senator  O'Mahoney.  The  committee  will  stand  in  recess  until  2 :  30 
this  afternoon. 

Whereupon,  at  12 :  30  p.  m.,  the  committee  recessed  until  2 :  30  p.  m., 

of  the  same  day) . 

afternoon  session 

Senator  O'Mahoney.  The  committee  will  be  in  session. 
Mr.  Husbands.  I  see  you  have  taken  your  seat  and  are  ready  to 
proceed. 

STATEMENT  OF  SAM  H.  HUSBANDS,  MEMBER,  BOARD  OE  DIRECTORS, 
RECONSTRUCTION  FINANCE  CORPORATION 

Mr.  Husbands.  Mr.  Chairman,  I  have  no  prepared  statement  on 
this  subject.  I  am  prepared  to  answer  any  question  you  might  like 
to  ask  which  comes  within  the  province  of  the  RFC. 

Mr.  Symington's  report  covers  the  extent  of  the  ownership  of  plants 
by  RFC,  so  I  won't  expand  on  that. 
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ONLY  THREE  ECONOMICAL  PLANTS — SPOKANE,  JONES  MILL,  AND 

HURRICANE  CREEK 

From  our  experience,  we  think  that  the  three  economical  plants 
which  we  have  are  the  Spokane,  the  Jones  Mills,  and  the  Eturricane 
Creek  alumina  plants.  The  rest  of  the  plants,  due  to  high  power  costs 
primarily,  probably  will  not  be  economical. 

Senator  O'Mahoney.  Will  you  list  those  plants  again,  please? 

Mr.  Husbands.  That  is  Spokane,  Wash.,  or  Mead,  in  Washington ; 
Troutdale,  Oreg.,  and  Jones  Mills,  Ark.  These  plants  have  capacities 
of  alumina  metal  of  approximately  512,000,000  pounds. 

Those  are  all  now  under  the  management  of  Alcoa. 

Then,  the  Hurricane  Creek  alumina  plant  has  proven  to  be  eco- 
nomical. 

Here  I  have  our  brochures  for  each  of  these  plants  for  the  com- 
mittee, if  they  would  like  to  look  at  them. 

Senator  Maybank.  You  stated  that  because  of  low  power  costs  these 
would  be  economical  ? 

Mr.  Husbands.  Yes,  sir. 

Senator  Maybank.  Did  the  Government  have  anything  to  do  with 
the  lower  power  cost? 

Mr.  Husbands.  Yes,  sir.  At  Troutdale,  Oreg.,  and  Mead,  Wash., 
the  power  is  from  the  Bonneville  Power  Authority. 

Senator  Maybank.  Was  it  a  complete  grant? 

Mr.  Husbands.  No,  sir.  The  EFC  paid  the  full  commercial  rate 
for  power,  which  is  about  2  mills  per  kilowatt-hour. 

Senator  O'Mahoney.  But  that  was  a  lower  rate  for  power  than  was 
available  in  other  parts  of  the  country  ? 

Mr.  Husbands.  That  is  correct ;  yes,  sir. 

Senator  Maybank.  Why  is  it  lower? 

Mr.  Husbands.  Those  are  the  rates  they  have  established. 

Senator  Maybank.  Who  built  those  dams  ? 

Mr.  Husbands.  The  Government. 

Senator  Maybank.  Does  the  State  owe  anything  against  it? 

Mr.  Husbands.  I  really  don't  know. 

Senator  O'Mahoney.  Mr.  Goldschmidt  can  answer  that  question. 

Mr.  Goldschmidt.  Yes. 

Senator  Maybank.  What  arrangement  have  you  got  as  to  the  re- 
payment of  money  for  those  dams  ? 

Mr.  Goldschmidt.  Under  the  Bonneville  Act  we  have  to  repay  those 
dams  with  interest  in  a  reasonable  period  of  years. 

Senator  Maybank.  The  total  amount  of  power  ? 

Mr.  Goldschmidt.  The  total  power  allocation;  yes,  sir. 

Senator  Maybank.  I  mean  the  dam  itself. 

Mr.  Goldschmidt.  Yes ;  it  is  the  allocation  of  power. 

Senator  Maybank.  Was  it  100  percent  or  55-45  ? 

Was  there  a  loan  and  grant  ? 

Mr.  Goldschmidt.  No,  there  was  no  grant.  Senator. 

Senator  Maybank.  That  is  what  I  want  to  get  down  to. 

Mr.  Goldschmidt.  There  was  no  loan  and  grant.  The  Bonneville 
project  was  built  by  the  Corps  of  Engineers  of  the  War  Department 
and  the  power  is  sold  under  the  provisions  of  the  Bonneville  Act  by 
the  Bonneville  Power  Administration  in  the  Department  of  the 
Interior. 
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Under  that  Bonneville  Act  we  are  required  to  charge  rates,  subject 
to  the  approval  of  the  Federal  Power  Commission,  that  will  repay 
the  cost  of  the  power  facilities  and  the  joint  facilities  allocated  to 
power  in  a  reasonable  period  of  years. 

Senator  Maybank.  How  much  interest  is  it,  on  the  money  i 

Mr.  Goldschmidt.  Two  and  a  half  percent. 

Senator  O'Mahoney.  Wliat  other  plants  have  the  advantage  of  this 

power  rate  ?  ,     i        i       j       i. 

Mr.  Husbands.  The  plant  at  Jones  Mills,  Ark.,  has  the  advantage 
of  having  its  own  gas-fired  engine  Within  the  plant  on  two  of  the 
pot  lines.  There  are*f our  pot  Tines  there.  Their  power  cost  is  ap- 
proximately 3  mills  to  generate.  .       r^ 

Senator  O'Mahoney.  That  gas-fired  engine,  of  course,  is  a  Cjovern- 

ment-owned  apparatus? 

Mr.  Husbands.  Yes,  sir ;  that  is  an  integral  part  of  the  plant. 

Senator  O'Mahoney.  What  about  Spokane,  Wash.  ? 

Mr.  Husbands.  That  is  Bonneville  power.  * 

Senator  Maybank.  The  difference  between  Arkansas  and  bpokane 
is  that  you  perhaps  might  subsidize  Arkansas  whereas  in  Spokane 
they  pay  the  same  as  anybody  else.  When  I  say  "subsidize,"  I  mean 
make  arrangements  for  certain  rates. 

Mr.  Husbands.  That  is  true,  yes.  ,    •  i    i     • 

Senator  Maybank.  What  would  the  extent  of  the  subsidy  be  m  so 
much  per  kilowatt  hour  ? 

Mr.  Husbands.  At  Jones  Mills,  Ark.,  of  course  the  power  interests 
there  referred  to  operate  right  along  with  the  aluminum  plant  there 
in  the  plant,  so  if  the  plant  was  leased  to  a  concern,  the  power  plant 
would  be  leased  along  with  the  aluminum  manufacturing  facilities. 

Senator  McClellan.  The  power  is  a  part  of  the  plant  facilities. 

Senator  Maybank.  There  were  Government  loans  involved? 

Mr.  Husbands.  That  is  right.    Government  ownership  is  what  it  is. 

Senator  Maybank.  And  in  Washington,  it  is  only  that  part  of  the 
Government  that  perhaps  might  be  in  the  21/2  percent  interest  rate  on 
the  allotted  power  firms  of  Bonneville  development. 

Mr.  Husbands.  You  understand,  in  Troutdale  and  Spokane  you 
have  two  separate  Government  ownerships.  The  Government  here 
owns  an  aluminum  plant,  the  Bonneville  Power  Administration  owns 
the  dams,  you  see,  and  two  separate  and  distinct  entities  of  the 
Government  are  involved. 

Senator  Maybank.  What  interest  rate  would  they  pay,  for  instance, 
on  this  plant  at  Arkansas  ?  I  understand,  of  course,  that  the  Govern- 
ment owns  it,  but  what  would  you  presume  to  be  a  fair  interest  rat© 
if  you  leased  it  ? 

Mr.  Husbands.  I  think  if  I  go  into  my  testimony  for  a  few  min- 
utes, you  will  get  that. 

bates  for  power  vary  as  between  plants 

Senator  O'Mahoney.  Before  you  do  that,  I  want  to  develop  this 
situation.  You  have  the  two  plants  at  Spokane  and  Troutdale  which 
are  receiving  their  power  from  Bonneville  at  a  rather  low  rate.  You 
have  a  plant  at  Los  Angeles,  Calif.,  which  is  also  receiving  Govern- 
ment power  from  the  Boulder  Dam.  / 
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Mr.  Husbands.  Well,  I  should  say  that  power  in  bought  from  the 
city  of  Los  Angeles,  which,  in  turn,  has  a  long-term  contract  with 
Boulder,  which  was  entered  into  when  the  dam  was  built. 

Senator  O'Mahoney.  What  is  the  difference  in  the  rates  there? 

Mr.  Husbands.  The  rate  at  Los  Angeles  is  almost  4  mills,  per  kilo- 
watt-hour. 

Senator  O'Mahoney.  And  the  rate  at  Troutdale  ? 

Mr.  Husbands.  Approximately  2  mills. 

Senator  O'Mahoney.  What  about  the  rate  at  Shipshaw  ? 

Mr.  Huhsbands.  I  really  doni't  know.  Senator. 

Senator  O'Mahoney.  The  KFC  financed  that  plant,  did  it  not? 

Mr.  Husbands.  You  mean  the  Canadian  plant  ? 

Mr.  O'Mahoney.  Yes. 

Mr.  Husbands.  That  gets  back  into  the  history  of  that  old  deal,  and 
the  RFC,  as  you  know,  bought  aluminum  up  there  and  has  paid  for  it. 
We  have  got  the  aluminum  and  they  have  got  the  money. 

Senator  O'Mahoney.  Well,  I  was  just  making  a  short  cut.  The  RFC 
built  the  Shipshaw  plant  by  purchases  of  aluminum  ? 

Mr.  Husbands.  Well,  I  would  say  that  the  RFC  purchased  alum- 
inum and  the  people  who  sold  it  apparently  built  the  plant  from  the 
proceeds  of  the  sale. 

Senator  OMahoney.  What  is  the  cost  of  power  developed  there? 

Mr.  Husbands.  I  really  don't  know.  Senator. 

Senator  O'Mahoney.  That,  of  course,  is  operated  by  the  Aluminum 
Co.  of  Canada? 

Mr.  Husbands.  I  would  presume  so ;  yes. 

Mr.  Moment.  I  am  speaking  for  the  Surplus  Board.  Our  estimate 
in  our  report  is  that  their  costs  would  be  about  a  half  a  mill  for  the 
production  of  power  for  aluminum. 

Senator  O'Mahoney.  The  cost  at  Shipshaw? 

Mr.  Moment.  Half  a  mill  a  kilowatt  hour. 

Mr.  Troy.  I  just  want  to  say  that  the  most  recent  estimate  on  the 
part  of  the  water  power  department  for  the  city  of  Los  Angeles,  ac- 
cording to  the  amount  of  powder,  would  be  2%  mills  for  power  for 
limited  amounts,  compared  to  Mr.  Husbands'  estimate  on  past  per- 
formance, which  was  at  4  mills. 

Senator  O'Mahoney.  Who  made  that  statement,  to  whom,  and  why  ? 

Mr.  Troy.  The  estimate  was  given  out  in  a  report  by  the  City  Water 
Power  Department  of  Los  Angeles  in  a  direct  letter  to  the  Surplus 
Property  Board,  in  which  they  set  forth  the  possibility  of  their  devel- 
oping 70,000  kilowatts  at  21/2  mills. 

Senator  O'Mahoney.  In  other  words,  there  is  a  reasonable  possi- 
bility that  that  lower  rate  could  be  obtained  ? 

Mr.  Troy.  Very  definitely  it  is  a  possibility,  since  I  have  just  come 
back  to  Los  Angeles.  They  have  also  given  me  this  document  which 
I  would  like  to  introduce.  I  am  not  a  power  expert,  but  this  some- 
what answers  the  question  as  to  allocation  of  power  costs  and  the 
building  of  the  dam  by  river  control  on  the  IBasis  of  what  is  being 
allotted  in  the  Northwest  and  what  is  being  allotted  at  Boulder  Dam. 
It  carries  the  figures  which  I  think  the  Senator  here  was  interested  in. 

Senator  O'Mahoney.  This  purports  to  be  the  allocation  of  costs, 
Boulder  project  versus  Bonneville-Coulee  project  with  respect  to 
power. 


Mr.  Troy.  That  was  the  initial  allocable  cost. 

Senator  O'Mahoney.  Of  flood  control,  irrigation,  and  the  like? 

Mr.  Troy.  Yes. 

Senator  O'Mahoney.  What  is  the  authority  for  this  table  ? 

Mr.  Troy.  That  was  figured  out  by  Mr.  Scattergood,  engineer  of  the 
city  department  of  water  power  of  the  city  of  Los  Angeles. 

Senator  O'Mahoney.  I  am  asking  these  questions  merely  to  identify 
it  for  the  record  so  that  any  person  consulting  it  will  know  the 
authority. 

Inasmuch  as  Mr.  Scattergood  will  be  here  later  himself,  I  think  it 
probably  will  be  preferable  if  we  withhold  this  from  the  record  until 
he  comes  so  that  he  will  have  the  responsibility  for  it.  Is  that  agree- 
able to  you  ? 

Mr.  Troy.  Perfectly,  sir. 

Senator  O'Mahoney.  I  would  prefer  to  have  this  presented  by  the 
engineer  of  Los  Angeles,  and  I  will  return  this  to  you  for  the  present. 

Senator  Maybank,  did  you  have  a  comment  you  wished  to  make? 

Senator  Maybank.  I  have  no  comment  to  make,  except  to  ask  a  few 
questions  about  that,  as  to  refinancing,  and  so  forth. 

I  understand  from  Mr.  Husbands  that  the  power  varies  from  I/2  niill 
to  4  mills? 

Mr.  Husbands.  Oh,  if  you  include  the  Canadian,  and  that  figure 
is  correct,  of  course  that  is  true. 

Senator  Maybank.  If  you  take  in  the  Canadian  electric  power  esti- 
mate under  the  considerations  which  you  cited,  and  go  from  there  to 
Los  Angeles,  it  runs  all  the  way  from  %  mill  to  4  mills  ? 

Mr.  Husbands.  That  is  right.  I  might  go  further  and  say  it  goes 
up  to  6%  mills  when  you  go  up  to  Long  Island,  N.  Y. 

Senator  Maybank.  The  main  cost  in  aluminum  is  the  electric  power, 
and  therefore  if  there  be  any  monopoly  on  anything  it  would  come 
through  electric  power  ? 

Mr.  Husbands.  I  do  not  understand. 

Senator  Maybank.  In  the  cost  of  production  electric  power  is  the 
main  cost. 

Mr.  Husbands.  Well,  yes,  the  person  who  has  low  power  cost,  of 
course,  has  the  advantage. 

Senator  O'Mahoney.  It  would  appear  from  what  you  say  that  the 
lowest  cost  power  is  that  which  is  provided  by  the  Government. 

BONNEVILLE   OFFERS   POWER   AT  LOWER  RATES   THAN   OTHER   SOURCES 

Mr.  Husbands.  That  is  true.  Senator,  but  there  is  on  thing  I  should 
bring  out  here,  which  is  that  under  the  commercial  type  contract  with 
Bonneville,  they  require  a  demand  charge ;  that  is,  that  you  buy  your 
power.     If  you  don't  use  it,  your  costs  run  up. 

As  an  illustration,  at  Troutdale,  Oreg.,  I  believe  our  annual  power 
bill  was  $2,300,000,  whether  it  was  used  or  not.  That  means  if  you 
operate  at  50  percent  of  capacity  and  you  have  signed  up  a  contract 
for  132,000  kilowatts  your  power  is  4  mills  rather  than  2  mills,  because 
you  only  use  half  of  it. 

Senator  O'Mahoney.  But,  by  and  large,  the  Bonneville  project  ig 
offering  power  at  a  lower  rate  than  apparently  is  available  from  any 
other  source  ? 
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Mr.  Husbands.  X^at  is  true,  yes. 

Senator  O'Mahoney.  Except  that  if  the  Canadian  story  is  correctly 
represented  here,  power  is  available  there  at  much  less  cost  ? 

Mr.  Husbands.  That  is  right. 

Mr.  GoLDscHMiDT.  I  think  that  studies  ha-ve  shown  that  the  lowest 
cost  of  power  purchased  was  for  power  from  the  Northwest  projects. 
That  is  mainly  due  to  the  fact  that  those  projects  are  exceedmgly 
sound.  The  Columbia  Eiver  is  a  peculiar  natural  resource,  a  very 
fine  one,  and  the  projects  are  exceedingly  sound. 

The  charges  which  Mr.  Husbands  refers  to  for  capacity  were  neces- 
sitated by  the  fact  that  the  capacity  was  put  into  the  Bonneville  Dam 
largely  in  order  to  meet  the  problem  of  supplying  power  for  the 
aluminum  operations  up  there,  and  the  need  for  those  provisions  in 
the  contract  to  permit  the  repayment  of  the  Bonneville  charges  was 
based  on  the  fact  that  we  had  no  right  in  law,  or  any  other  way,  to 
subsidize  these  wartime  plant  operations.  We  had  to  enter  into  a 
business-type  contract,  both  with  Alcoa,  with  Keynolds,  and  with  the 
Government-owned  aluminum  facilities. 

To  be  sure,  the  use  of  power  in  those  plants  went  up  and  down  in 
either  the  private  or  the  publicly  owned  plants  and  the  purchaser 
had  to  meet  those  prime  costs  which  we  had  to  meet  by  law. 

Senator  O'Mahoney.  In  other  words,  you  are  saying  that  in  these 
Government-owned  plants,  the  power  was  sold  on  a  commercial  basis? 

Mr.  GoLDSCPiMiDT.  That  is  right. 

Senator  O'Mahoney.  In  other  words,  you  charged  a  rate  which  was 
necessary  to  meet  your  obligations. 

Now,  who  can  speak  about  the  TVA  ? 

Senator  Maybank.  Let  me  make  this  one  suggestion,  Mr.  Gold- 
schmidt.  I  have  no  idea  of  what  the  Government  did  in  these  in- 
stances, but  to  meet  these  obligations,  it  comes  back  to  the  question  of 
how  much  interest  you  are  going  to  pay. 

Senator  O'Mahoney.  How  about  TVA? 

Mr.  Husbands.  We  have  no  connection  with  TVA  in  our  projects. 

Mr.  MoinENT.  Senator,  in  the  Surplus  Property  Board,  we  do  com- 
pare the  costs  of  power  to  all  of  the  Government  plants  and  the  esti- 
mated cost  to  the  Alcoa  plants,  and  we  have  checked  these  with  the 
Federal  Power  Commission,  TVA,  and  so  on.     They  are  in  the  report. 

Senator  O'Mahoney.  What  page  of  the  report? 

Mr.  Moment.  Page  83  of  the  report. 

Senator  O'Mahoney.  Mr.  Husbands,  you  may  proceed  now. 

PROFITS  ACORinNG  TO  SOME  GOVERNMENT-OWNED  PLANTS 

Mr.  Husbands.  In  the  operation  of  these  plants,  since  their  begin- 
ning, in  the  latter  pait  of  1942,  approximately  2i/2  years,  under  the 
Alcoa  contract,  there  have  resulted  profits  to  the  RFC  as  follows : 

At  Troutdale,  there  was  produced  262,000,000  pounds  of  aluminum, 
with  profits  to  the  Government  of  $3,300,000,  in  round  figures. 

At  Mead,  Wash.,  it  was  461,358,000  pounds  of  aluminum. 

Senator  O'Mahoney.  Wlien  you  speak  of  Mead,  where  is  that? 

Mr.  Husbands.  It  is  Spokane,  Wash.  It  is  a  small  town  outside 
of  Spokane.    The  profit  was  approximately  $9,300,000. 

At  Jones  Mills,  Ark.,  it  was  346,540,000  pounds  produced,  and  the 
profit  was  $4,974,000.     That  was  after  we  paid  excess  power  bills 


there  of  $4,738,000.  By  that  I  mean  half  of  the  Jones  Mills,  Ark., 
plant  power  rate  was  low.  The  other  half  we  had  to  Jjuy  from  KEA 
and  Arkansas  Power  &  Light.     That  half  of  the  power  ran  from 

5  to  6V2  mills. 

Senator  Stewart.  By  excess,  you  paid  more  than  the  average  origi- 

ml  cost  Drice . 

Mr.  Husbands.  That  is  right ;  above  3  mills  was  $4,378,000. 

Senator  Stewart.  That  was  acquired  from  the  RE  A? 

Mr.  Husbands.  The  Arkansas  Power  &  Light  provided  about 
35,000  kilowatts  and  REA  supplied  about  35,000  kilowatts.  REAs 
rate  was  5  mills,  and  Arkansas  Power  was  about  Q%  mills. 

Senator  Stewart.  What  do  you  mean  by  profits  ? 

Mr  Husbands.  I  mean  by  that  that  under  the  Alcoa  contract  the 
RFC  was  paid  85  percent  of  the  profits  that  were  made,  and  this  is 
the  RFC  share  of  the  profits. 

Senator  Stewart.  And  Alcoa  made  15  percent? 

Mr.  Husbands.  That  is  right.  .  ^t,         1 

Mr.  Borchardt.  That  means  that  the  Government  was  the  only 

purchaser  of  the  metal  ? 
Mr.  Husbands.  That  is  right.        ,     ^  ^      . .  ^    ^^^  . , 

Mr.  Borchardt.  In  other  words,  the  Government  paid  to  Kb  C  the 

profit  indirectly?  ,  .        1     -      j.x. 

Mr  Husbands.  That  is  true  of  all  war  contractors  during  the  war. 
They' sold  most  of  their  stuff  to  the  Government,  but  at  14  cents  a 
pound  for  pig  aluminum,  that  resulted  in  these  figures  I  have  ]ust 

given  you.  .  1    j.  0 

Mr.  Olds.  Mr.  Chairman,  might  I  comment  on  that? 

Senator  O'Mahoney.  Mr.  Olds.  .  ^  .i.  ,  ,    ,•  ^,  .x^  . 

Mr.  Olds.  Mr.  Husbands  has  suggested  that  half  the  power  that 
was  supplied  for  the  Jones  Mill  plant  was  supplied  at  a  relatively  high 
cost.  I  think  it  ranged  from  5  to  7  mills  a  kilowatt -hour.  There  was 
a  reason  for  that.  The  Jones  Mill  steam  plant,  which  was  constructed 
and  practically  completed  except  for  the  generator  units,  was  left 
standing  idle  while  equivalent  generator  units  were  assigned  by  the 
War  Production  Board  to  the  plants  of  the  ALMNO  System,  which  is 
the  Arkansas-Louisiana  Power  and  Light  System. 

Senator  Stewart.  What  was  that  1  ^      .  .  -,  xt       i-. 

Mr.  Olds.  The  ALMNO.  It  is  Arkansas,  Louisiana,  and  New  Or- 
leans. It  is  an  interconnected  system  down  there.  There  is  the 
Mississippi  River  Power  &  Light  Co.  included  in  that,  too. 

They  had  units  to  dispose  of  at  that  time,  and  the  units  were  placed 
m  the  power  plants  which  were  selling  the  Government  the  power 
between  6  and  7  mills  instead  of  being  put  in  the  plant  that  had 
already  been  constructed  by  the  Government  in  which  they  would 
have  made  power  available  with  a  natural  gas  supply  at  ]ust  under 
3  mills  a  kilowatt-hour.  . 

I  think  that  ought  to  be  put  in  the  record  m  connection  with  this 

suggestion.  ,      ,      .         1     ^    .1 

Mr.  Husbands.  At  the  Hurricane  Creek  alumina  plant,  there  was 

2,425,000,000  pounds  of  alumina  made,  and  the  profit  there  was 

$21,220,000  to  the  Government. 
That  makes  a  total  of  around  $42,000,000  from  these  four  operations. 
Senator  Stewart.  That  is  operating  profits,  not  taxes  ? 
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Mr.  Husbands.  No,  no,  that  is  just  cash  coming  into  the  Govern- 
ment. It  does  include  depreciation,  because  under  our  contract  with 
Alcoa  they  pay  out  depreciation  first  on  the  plant,  and  then  the  re- 
mainder of  the  profits  are  split,  15  percent  to  Alcoa  and  85  percent  to 
RFC.    It  is  the  result  of  that  operation. 

I  might  say  that  these  figures  are  unaudited  for  1944  and  1945. 

Mr.  Caskie.  Could  I  ask  a  question  about  that  ? 

What  additional  did  RFC  pay  to  Alcoa  in  addition  to  the  15  per- 
cent profit  in  the  way  of  indirect  overhead  payment  ? 

Mr.  Husbands.  The  RFC  paid  Alcoa  4  percent  of  the  sales  of 
aluminum  as  indirect  overhead.  It  paid,  however,  no  overhead  on 
the  alumina  operation^  provided  the  alumina  went  into  the  aluminum 
plants  run  by  Alcoa  for  the  Government.  This  was  after  paying  over- 
head to  Alcoa. 

Mr.  Caskie.  But  could  you  furnish  the  record  with  the  amount 
that  RFC  paid  Alcoa  in  addition  to  the  15  percent  of  the  profit  as 
indirect  overhead? 

Mr.  Husbands.  Yes ;  if  the  committee  wishes,  I  think  we  would  be 
able  to  get  that  figure. 

Mr.  Caskie.  Well,  it  gives  the  return  that  Alcoa  received  from  the 
operation  of  the  plant  along  with  your  return  which  you  have  just 
given. 

OPERATION  OF  PLANTS  ON  PROFIT  BASIS  IN  PEACETIME  DEPENDS  UPON 

VARIOUS  CONDITIONS 

Mr.  Anderson.  Mr.  Husbands,  you  would  not  want  to  leave  this  list- 
ing of  plants  which  had  particular  power  rates  with  the  impression 
which  I  think  you  gave,  or  at  least  you  gave  to  me,  that  some  plants 
because  of  the  power  rate  in  wartime  or  under  wartime  conditions 
would  be  uneconomical  to  operate  and  would  give  you  unusual  dif- 
ficulties in  disposing  of  them  in  peacetime.    Was  that  the  impression  ? 

Mr.  Husbands.  Up  to  the  present  time.  Dr.  Anderson,  of  course  we 
have  had  no  adjustment  in  power  rates  to  make  these  plants  economi- 
cal. We  are  always  anxious,  of  course,  to  get  lower  rates,  and  I  see  no 
reason  why  several  more  could  not  be  made  economical  if  you  can  get 
the  lower  power  rates. 

Mr.  Anderson.  So  the  power  rate  matter  is  not  by  any  means  set- 
tled there',  and  it  is  objectionable  and  depends  upon  the  number  of  con- 
ditions that  could  be  met?* 

Mr.  Husbands.  That  is  correct. 

Mr.  Caskie.  If  you  have  an  objection  to  furnishing  the  figures,  I  will 
withdraw  the  request. 

Mr.  Husbands.  I  have  no  objection  at  all  to  furnishing  the  figures. 

Senator  O'Mahoney.  I  am  sure  he  has  no  objection  to  furnishing 
them.    It  will  be  an  important  item  of  information. 

Mr.  Husbands.  All  right,  sir. 

Senator  Stewart.  Was  Alcoa  very  cooperative  with  you  during  the 
operation  of  these  plants  during  the  war? 

Mr.  Husbands.  Very  much  so ;  yes.  They  were  very  efficient,  very 
cooperative,  and  we  had  no  argument  or  trouble. 

Senator  Stewart.  How  many  plants  did  they  have? 


Mr.  Husbands.  They  operated  eight  aluminum  plants  and  two 
alumina  plants  for  us,  and  then  they  also  leased  some  fabricating 
facilities. 

Senator  Stewart.  Those  plants  were  scattered  over  the  country? 

Mr.  Husbands.  Yes,  sir.  If  you  like,  I  will  give  you  the  names  and 
locations. 

Senator  Stewart.  I  would  like  to  have  them. 

Senator  O'Maiioney.  The  list  of  all  thpse  plants  is  to  be  found  in 
the  record.  Senator. 

Senator  Stewart.  Would  it  be  asking  too  much  to  put  it  into  this 
record  ? 

Senator  O'Mahoney.  Not  at  all. 

CAPACITY  OF  PLANTS  STATED 

Mr.  Husbands.  There  was  a  plant  at  Burlington,  N.  J.,  with  a 
capacity  of  108,000,000  pounds ;  Jones  Mills^  Ark.,  152,000,000  pounds ; 
Los  Angeles,  Calif.,  185,000,000  pounds;  Queens,  N.  Y.,  296,000,000 
pounds;  Riverbank,  Calif,  110,000,000  pounds;  Spokane,  Wash.,  218,- 
000,000  pounds;  Massena,  N.  Y.,  107,000,000  pounds;  and  Troutdale, 
Greg.,  141,000,000  pounds. 

Then  the  alumina  plants  were  located  at  Hurricane  Creek,  Ark., 
with  a  capacity  of  1,555,000,000  pounds,  and  Baton  Rouge,  La.,  with 
a  capacity  of  1,000,000,000  pounds. 

Senator  Stewart.  Mr.  Husbands,  are  you  familiar  with  the  court 
decision  in  the  monopoly  case  against  Alcoa  ? 

Mr.  Husbands.  I  am  to  an  extent.  Senator. 

Senator  Stewart.  Is  a  portion  of  that  yet  undecided,  or  what  is  it  ? 
I  am  not  familiar  with  it  in  its  entirety,  but  I  had  understood  that 
there  had  been  no  decision  yet  made  as  to  whether  Alcoa  was  a  monop- 
oly, and  that  would  not  be  decided  until  after  a  disposal  of  this  surplus 
property  that  Mr.  Symington  has  testified  about. 

Mr.  Husbands.  I  think  you  should  refer  to  our  legal  counsel,  Mr. 
Goodloe. 

Senator  Stewart.  I  just  want  to  know  if  that  is  correct. 

Mr.  Husbands.  I  think  he  can  answer  that  question. 

Senator  O'Mahoney.  Senator,  may  I  say  that  was  developed  this 
morning  by  the  Attorney  General.  The  general  agreement  is  this  : 
The  court  did  find  that  Alcoa  is  a  monopoly  so  far  as  the  manufacture 
of  primary  aluminum  is  concerned. 

Senator  Stewart.  That  is  what  you  call  pig  ? 

Senator  O'Mahoney.  Yes.  The  court  did  not  enter  a  dissolution 
decree,  because  it  felt  that  was  a  matter  should  not  be  judged  until 
after  the  disposal  of  Government  plants  had  taken  place. 

Senator  Stewart.  Those  are  the  plants  that  Mr.  Symington  testi- 
fied about  that  are  surplus  plants  now  ? 

Senator  O'Mahoney.  That  is  right,  so  that  what  the  court  withheld 
was  merely  the  decree  of  dissolution. 

Senator  Stewart.  Then,  the  court  is  retaining  in  its  own  breast  the 
question  as  to  what  a  monopoly  is  with  respect  to  the  owning  of  plants ; 
is  that  right  ? 

Senator  O'Mahoney.  No. 

Senator  Stewart.  I  wasn't  present  when  that  happened  this  morn- 
ing- 
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Senator  O'Mahoney.  The  decision  is  available,  Senator. 

Senator  Stewart.  My  ignorance  about  the  subject  is  quite  refresh- 
ing Senator,  I  am  sure ;  but  nevertheless  I  cannot  refrain  from  desiring 
to  be  informed  a  little. 

Is  it  proper  to  ask  this  question :  Will  the  court  render  another  decree 

on  the  subiect  ? 

Senator  O'Mahoney.  Yes ;  here  is  the  decision  [indicating] . 

Senator  Revercomb.  Mr.  Chairman,  let  me  make  an  inquiry  for  in- 
formation.   Does  the  term  "primary  aluminum"  mean  mgot  ? 

Mr.  Husbands.  It  means  pig,  sir. 

Senator  Revercomb.  Well,  that  is  the  ingot? 

Mr.  Husbands.  Ingot  is  one  more  step  where  you  have  alloys. 

Senator  Re^^rcomb.  The  court  in  that  case,  if  I  may  read  from  the 
opinion  again,  held  there  was  monopolistic  activity  with  respect  to 
ingot,  and  went  no  further.    Is  that  correct,  sir? 

Mr.  Goodloe.  That  is.  my  understanding,  but  Mr.  Berge  is  more 
familiar  with  that.  ^  . 

Mr.  Troy.  I  want  to  say  something  about  ingot  and  pig. 

Pig  is  the  primary  result  of  the  electrolytic  operations.  That  is 
the  source  of  all  aluminum,  the  pig,  which  comes  out  of  the  electro- 
lytic reduction  parts.  Subsequent  to  that,  the  pigs  are  merely  taken 
and  remelted,  cleaned  up  from  some  of  the  impurities,  and  then  alloyed 
with  copper  or  silicate  to  make  ingots.  There  is  no  limitation  on  the 
number  of  people  that  can  take  this  original  pig  as  it  comes  out  and 
alloy  it.  Anybody  with  a  small  $500  unit  can  remelt  this  metal,  clean 
it  up  and  alloy  it,  and  it  is  done  all  the  time. 

The  only  place  you  find  pig  is  at  the  basic  source  of  the  material 
at  the  induction  furnace.  In  other  words,  it  is  the  primary  step  as 
it  comes  out  of  these  parts.  The  step  there  is  very  inconsequential. 
The  manufacture  of  pig  aluminum  is  the  important  material;  the 

ingot  is  not. 

That  is  why  the  court  recognized  that  the  primary  production — that 
is,  the  pig  production  and  not  the  ingot — is  of  the  essence  in  the  pro- 
duction of  aluminum. 

Senator  Revercomb.  I  am  glad  to  have  that  information. 

I  take  it  the  court,  in  making  its  decision,  certainly  had  that  infor- 
mation before  it,  and  therefore  when  the  court  used  the  word  "ingot" 
it  used  it  advisedly,  and  the  court  held  that  monopolistic  practice 
applied  only  to  ingots. 

Mr.  TroY.  That  is  right. 

Senator  O'Mahoney.  Proceed,  Mr.  Husbands. 

efforts  of  RFC  TO  SELL  PLANTS  DESCRIBED 

Mr.  Husbands.  As  to  the  RFC's  efforts  to  dispose  of  these  plants, 
last  February  21  I  wrote  a  letter  to  all  of  the  concerns  in  the  United 
States  who  were  in  the  business  affiliated  with  aluminum  or  like  metals. 
There  were  57  of  those,  and  the  replies  that  we  got  were  rather  indefi- 
nite. We  followed  up,  and  nothing  of  a  definite  nature  has  developed 
except  what  I  will  state  in  a  few  minutes. 

Again,  on  August  30,  1945,  Mr.  Symington  and  myself  sent  a  joint 
telegram  to  224  companies,  including  steel  companies,  inviting  their 
interest  in  these  aluminum  facilities. 

Senator  O'Mahoney.  Will  you  read  the  telegram  into  the  record, 
please  ? 
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Mr.  Husbands.  The  telegram  reads  as  follows : 

With  the  premise  that  the  present  leasing  situation  on  Government-owned 
aluminum  and  alumina  plants  can  be  satisfactorily  resolved  and  an  adequate 
supply  of  bauxite  at  a  competitive  price  assured,  please  advise  the  Reconstruc- 
tion Finance  Corporation  immediately  whether  your  company  would  be  inter- 
ested in  the  purchase  or  lease  of  any  Government-owned  aluminum  or  alumina 
plants,  and  if  so  on  what  basis. 

That  wire  was  sent  on  August  30,  of  this  year. 

Senator  O'Mahoney.  To  how  many  firms? 

Mr.  Husbands.  224  firms,  and  we  got  13  replies  that  might  be 
construed  as  being  partially  favorable.  AH  but  six  of  those  referred 
to  fabricating  plants  rather  than  the  reduction  plants,  and  we  have 
followed  those  up;  but  nothing  has  developed  up  to  the  present  time 
except  the  two  offers  which  I  have  here,  and  if  the  committee  likes 
I  will  explain  them. 

Senator  O'Mahoney.  I  think  it  is  very  pertinent  to  the  hearing  that 
you  should  explain  them. 

Reynolds'  offer  contemplated  5 -year  lease 

Mr.  Husbands.  We  have  received  an  offer  from  the  Reynolds  Metals 
Co.  dated  September  25,  1945,  addressed  to  Mr.  Symington  and  my- 
self. This  letter  was  written,  and  I  have  since  talked  to  Reynolds 
Metals  Co.,  and  I  asked  them  if  they  could  revise  this  offer  to  the  point 
where  it  would  be  more  near  a  commercial  lease  and  leaving  obliga- 
tions of  the  Government  to  a  minimum,  but  they  advised  that  this  is 
as  far  as  they  are  willing  to  go. 

It,  in  substance,  says  that  they  would  like  to  have  a  5-year  lease, 
speaking  now  of  the  Spokane-Troutdale,  the  Jones  Mills  aluminum 
plants  and  the  Hurricane  Creek  plant — ^that  they  would  like  the  Gov- 
ernment to  purchase  any  surplus  aluminum  which  they  might  make 
at  14  cents  for  pig  and' 15  cents  for  ingot,  and  that  they  shall  hold 
such  aluminum  as  a  stock  pile. 

They  proposed  that  the  RFC  would  receive  the  depreciation  on 
those  facilities  which  are  used  and  85  percent  of  the  profits,  Reynolds 
to  secure  15  percent.  That  is  the  first  year.  The  RFC  is  to  stand  all 
losses. 

Beginning  with  the  second  year  and  thereafter,  Reynolds  proposes  to 
stand  15  percent  of  the  losses.  The  RFC  shall  supply  85  percent  of 
the  working  capital  at  3  percent  interest.  The  RFC  shall  be  required 
to  obtain  licenses  under  ^he  patents  which  Alcoa  owns  on  the  alumina 
operations. 

The  RFC  shall  have  the  right  to  cancel  on  6  months'  notice  when- 
ever aggregate  rentals  for  two  consecutive  quarters  are  not  equivalent 
to  an  annual  rental  of  $1,000,000,000. 

Then,  the  Reynolds  Metals  Co.  is  to  have  an  option.  Reynolds  shall 
have  the  option  during  the  lease  to  buy  any  or  all  of  the  plant  sub- 
ject to  the  terms  of  the  Surplus  Property  Disposal  Act,  including 
provision  relating  to  the  Attorney  General,  under  the  following  terms. 
The  peacetime  reproduction  value  of  the  useful  facilities  shall  be  im- 
mediately appraised.  From  such  appraised  value  shall  be  deducted 
depreciation  from  the  date  of  construction  to  the  date  of  purchase 
at  customary  DPC  rates  of  12  percent  on  machinery,  of  5  on  buildings, 
and  three-fourths  of  the  profit  and  rental  received  by  RFC  during 
Reynolds'  operation.     Interest  at  3  percent  on  the  depreciating  value 
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of  the  plant  shall  be  added.  The  terms  are  to  be  notes  bearing  interest 
at  3  percent,  secured  by  mortgages  on  the  plants,  principal  payments 
to  be  made  in  equal  annual  installments  over  a  30-year  period. 

Also,  if  Reynolds  elects  not  to  exercise  its  option,  it  shall  have  the 
right  to  buy  any  plant  if  it  meets  the  best  offer  received  by  the  Govern- 
ment.   That,  in  substance,  is  Reynolds'  offer. 

Senator  O'Mahoney.  Mr.  Caskie,  does  that  seem  to  be  a  correct 
summary  ? 

Mr.  Caskie.  That  is  a  very  fair  summary.  I  think  I  could  have  said 
a  little  more  in  behalf  of  the  Reynolds'  offer  had  I  had  an  opportunity 
to  present  it. 

I  would  like  to  ask  Mr.  Husbands  what  does  the  depreciation  amount 
to  in  a  year? 

Mr.  Husbands.  On  the  plan  it  runs  about  5  percent,  over-all,  in  our 
calculations. 

Mr.  Caskie.  So  under  Reynolds'  proposal,  as  you  have  just  an- 
nounced it,  you  would  first  get  the  5-percent  investment  for  the  5  years 
which  would  be  25  percent  over  the  5-year  lease  period,  and  in  addition 
get  85  percent  of  the  profits  ? 

Mr.  Husbands.  That  is  on  the  facilities  used ;  yes. 

Mr.  Caskie.  You  are  to  be  paid  your  85  percent  of  the  profits  before 
income  taxes,  and  Reynolds'  15  percent  would  be  subject  to  income 
taxes,  and  you  would  get  some  part  of  that.  In  all  cases,  Reynolds 
assumes  15  percent  of  any  losses  that  may  be  sustained,  but  never 
realizes  15  percent  of  the  profits.    Is  that  correct  ? 

Mr.  Husbands.  At  the  end  of  the  first  year,  Reynolds'  proposition 
is  that  they  will  assume  15  percent  of  the  losses. 

Senator  O'Mahoney.  For  the  first  year,  however,  Reynolds  would 
not  assume  the  losses. 

Mr.  Caskie.  Not  any  part  of  it,  because  we  do  not  know  the  condition 
of  the  plant  or  anything  else. 

Senator  Stewart.  Substantially,  what  is  the  difference  in  that  and 
the  wartime  contracts  ? 

Mr.  Caskie.  No  loss  at  all  was  sustained  by  the  operators  during  the 
war.  Senator. 

Mr.  Troy.  May  I  inquire  on  these  plants  listed  here  for  aluminum 
whether  the  companies  sustained  loss  on  those  plants  showing  losses? 

Mr.  Husbands.  Yes;  a  number  of  the  plants  showed  a  loss.  The  net 
figure  to  the  RFC,  I  might  state  Mr.  Wilson,  of  Alcoa,  tells  me,  will 
aggregate  approximately  $29,000,000  because  there  were  losses  in 
operation  on  at  least  four  of  these  plants. 

Senator  Wherry.  The  total  profit  was  $29,000,000  ?     . 

Mr.  Husbands.  Yes,  sir;  that  is  the  figure  Mr.  Wilson  gives  me  as 
unaudited  figures,  and  they  are  generally  accurate. 

Senator  O'Mahoney.  That  means  a  $13,000,000  loss  on  other  plants  ? 

Mr.  Husbands.  That  is  correct,  sir. 

Senator  Revercomb.  Do  I  understand  that  5  percent  is  to  be  paid  to 
RFC  yearly  as  a  depreciation  figure  ? 

Mr.  Husbands.  That  is  correct,  sir. 

Senator  Re\^rcomb.  Does  not  the  offer  also  provide  that  in  the  event 
the  lessee  elects  to  purchase,  that  5  percent  that  has  been  paid  for  de- 
preciation goes  on  the  reduction  in  purchase  price,  too? 


Mr.  HirsBANDS.  That  is  correct,  and  also  three-fourths  of  the  profits 
"RF^^  makes 

Senator  Revercomb.  So,  if  he  elects  to  purchase,  that  depreciation  is 

not  a  profit  to  RFC  at  all,  is  it? 

Mr.  Husbands.  No.  ^,     -r^    i       ,       i      ^  xu 

Senator  Revercomb.  What  is  your  plan,  Mr.  Husbands,  about  the 
acceptanceof  that  offer  at  tliis  time?  ,       vu 

Mr.  Husbands.  I  would  not  lease  plants  on  this  basis,  unless  it  was 
indicated  to  us  by  Congress  that  we  should  proceed  this  way. 

Senator  Revercomb.  You  understand  that  under  the  act  there  is  a 
30-day  limitation  for  action  by  the  Congress,  and  that  time  of  limita- 
tion will  expire  on  the  21st  of  this  month. 

Suppose  the  Congress  has  not  acted  by  the  21st.  What  is  your  posi- 
tion about  that? 

Mr.  Husbands.  Our  position  is  that  we  would  be  guided  by  the  bur- 
plus  Property  Administrator,  who  fixes  the  policy.    We  have  nothing 

to  do  with  that,  sir.  j  i       i 

Senator  Revercomb.  In  other  words,  if  Congress  hasn't  acted  by  the 
21st  of  this  month  with  respect  to  this  very  important  matter  as  to 
policy,  you  would  turn  to  the  Administrator  of  Surplus  Property  and 
be  guided  by  him  as  to  whether  or  not  you  would  accept  that  offer? 
Mr.  Husbands.  That  is  correct,  sir. 

Senator  Revercomb.  That  is  a  very  important  thing  to  the  Con- 
gress, because  there  is  a  very  short  time  in  which  it  can  act.  I  had 
hoped  that  we  might  hear  from  Mr.  Symington  on  that,  and  I  hope  no 
precipitous  action  will  be  taken  without  the  action  of  Congress  on  the 

subject.  ,       ,.      .  1  ^      X 

Senator  Stewart.  May  I  ask :  What  is  the  objection  to  the  contract, 
Mr.  Husbands?    You  say  you  would  not  recommend  accepting  it. 

objections  stated  to  suggestion  that  government  guarantee  losses 

IN  plant  operations 

Mr.  Husbands.  Yes,  for  the  reason  the  Government  is  called  upon  to 
guarantee  the  losses,  Senator,  and  it  smacks  of  a  subsidy.  I  have  stated 
all  along  that  type  of  contract  is  the  only  type  that  has  come  to  our 
attention  in  this  connection,  and  if  it  were  the  policy  of  Congress  to 
accept  this  type  of  contract,  we  would  be  glad  to  refine  it  and  get  the 
best  we  could  on  this  basis.  ^  ^ 

Senator  Stewart.  Your  objection  is  that  it  would  require  the  Gov- 
ernment to  replace  losses? 

Mr.  Husbands.  That  is  right. 

Senator  Stewart.  That  is  the  reason  I  asked  what  was  the  differ- 
ence between  this  and  the  wartime  contracts. 

Mr.  Caskie.  The  operators  assume  no  loss  during  the  wartime. 

Senator  Stewart.  According  to  Mr.  Husbands,  they  do  not  assume 

any  here. 

Mr.  Caskie.  I  wish  Mr.  Husbands  would  point  out  where  it  is  pos- 
sible for  us  to  escape  sustaining  any  part  of  the  loss.  We  say  we  don't 
sustain  15  percent. 

Mr.  Husbands.  With  just  a  little  arithmetic  on  this  deal,  I  might 
figure  this  out,  speaking  of  the  overhead.  These  plants  have  a  capacity 
of  about  512,000,000  pounds.   Now,  Reynolds  will  supply  the  overhead, 
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as  Alcoa  did  in  the  war  contracts.  According  to  the  ter^is,  if  he 
manufactured  512,000,000  pounds,  Eeynolds  would  get  $3,269,000  for 
overhead. 

I  am  not  assuming  that  is  a  profit  to  Keynolds.  I  am  assuming  that 
is  a  legitimate  overhead.  On  the  other  hand,  Reynolds  would  have  to 
lose  4  cents  a  pound  in  operations  before  he  would  wipe  out  the  over- 
head which  he  collects. 

Mr.  Caskie.  But  the  overhead  costs  him  something. 

Mr.  Husbands.  I  know  it  does.  I  am  trying  to  weigh  what  you 
are  contributing  to  the  picture,  and  I  am  saying  that  you  would  get 
overhead  of  $3,269,000  if  you  operated  at  512,000,000,  and  you  would 
have  to  lose  4  cents  a  pound  in  operation  before  you  would  lose  your 
reimbursement  for  overhead. 

Senator  Wherry.  At  what  price  is  that  figured  ? 

Mr.  Husbands.  Fourteen  cents  a  pound,  sir. 

Mr.  Caskie.  Let  me  ask  you  this.  Isn't  the  Reynolds  proposition  a 
better  one  for  the  Government  than  the  one  that  you  outlined  m  a  letter 
to  Mr.  Symington  where  the  Government  assumed  all  losses  that  might 
occur? 

Mr.  Husbands.  The  one  I  outlined  to  Mr.  Symington  was  nearly 
about  four  paragraphs  in  which  I  suggested  the  principle  if  Congress 
determined  these  should  be  leased.  I  didn't  suggest  the  refinements 
which  you  have  in  here. 

Senator  O'Mahoney.  With  respect  to  this  particular  offer,  as  I 
understand  it,  the  Government  would  be  required  to  sustain  whatever 
loss  was  incurred  during  the  first  year. 

Mr.  Husbands.  That  is  correct.  And  the  second  year  and  3  years 
thereafter,  if  there  were  any  losses  the  Government  would  sustain  85 
percent  and  Reynolds  15  percent  ? 

Senator  O'Mahoney.  But  with  respect  to  profits,  the  Government, 
after  having  paid  or  allowed  deduction  for  depreciation  would  receive 
85  percent  of  the  profit  and  Reynolds  15  percent  ? 

Mr.  Husbands.  That  is  correct,  sir. 

ON  authority  of  surplus  property  administration  to  make 

INCENTIVE  leases 

Mr.  BoRCHARDT.  I  believc  Mr.  Cox  stated  this  morning  that  under 
the  Surplus  Property  Act  he  didn't  believe  the  Surplus  Property  Ad- 
ministration or  the  RFC  would  have  power  to  enter  into  that  type  of 
contract.  Do  you  believe  that  RFC  under  its  own  act,  the  RFC  Act, 
has  power  to  accept  this  offer  from  Reynolds  as  a  matter  of  law  ? 

Mr.  Husbands.  I  don't  know.  That  is  a  pretty  close  question.  Mr. 
Goodloe,  our  general  counsel,  might  be  able  to  answer  that.  I  don't 
know  whether  he  would  want  to  commit  himself  one  way  or  the  other, 
but  I  would  be  glad  to  have  him  speak  on  it. 

Mr.  GooDLOE.  I  have  discussed  this  matter  with  Mr.  Cox,  and  I 
heard  his  testimony  this  morning.  If  it  is  viewed  as  an  incentive 
rental,  so  that  the  losses  in  1  year  might  be  offset  against  the  potential 
profits  for  succeeding  years,  it  seems  to  me  that  we  do  have  the  au- 
thority to  make  this  type  of  lease  under  the  Surplus  Property  Act. 

The  main  question  (I  believe  that  Mr.  Cox  indicated  some  reserva- 
tion on  this  mornmg)  was  whether  or  not,  if  over  the  5-year  period 


there  should  result  a  net  loss  to  the  Government,  the  Government 
would  have  the  authority  to  pay  out  of  pocket  the  net  loss.  With  re- 
spect to  that— this  is  not  my  considered  judgment  but  sort  of  a  curb- 
stone opinion— first,  if  the  board  of  directors  of  R.  F.  C.  as  the  disposal 
agency,  with  the  approval  of  Mr.  Symington,  finds  this  is  the  best 
method  of  achieving  the  objectives  of  the  Surplus  Property  Act,  and, 
second,  if  they  have  a  basis  for  and  do  make  a  finding  that  this  type  of 
incentive  rental  on  an  average  basis  for  5  years,  or  any  other  period, 
would  likely  produce  a  net  profit,  and  possibly  no  loss,  or  if  there 
was  a  loss  it  would  be  less  than  the  cost  of  maintaining  the  plants 
(which  we  now  are  faced  with,  I  would  think  that  they  had  the  legal 
authority  to  do  that,  even  though  later  actual  events  might  prove  that 
their  previous  judgment  as  to  net  losses  had  been  wrong. 

Mr.  BoRCHARDT.  Let  me  ask  this :  Does  Reynolds'  proposal  as  to  the 
first-year  loss  mean  that  any  losses  would  be  carried  over  into  the  sec- 
ond year  and,  therefore,  diminish  Reynolds'  profits,  and  so  on? 

REYNOLDS  WOULD  CONSIDER  LEASE  WITH  CARRY-OVER  CLAUSE  AFFECTING 

LOSSES 

Mr.  GooDLOE.  I  understand  not.  My  remarks  are  not  directed  to 
the  Reynolds'  proposal,  which  I  have  not  studied,  but  are  directed  to 
the  general  principle  of  this  type  of  lease  and  outlined  in  Mr.  Hus- 
bands' letter  to  Mr.  Symington.  .     ,    .  i 

Mr.  BoRCHARDT.  But,  in  view  of  what  you  said,  I  wondered  wiiether 
the  Reynolds'  proposal  involved  such  a  carry-over  of  losses  from  the 
first  and  second  year  into  subsequent  years,  so  that  any  losses  incurred 
during  the  first  year  of  operation  might  be  offset  and  borne  by  Reyn- 
olds out  of  future  profits  ? 

Mr.  GooDLOE.  I  understand  there  is  no  such  carry-over  proposal, 
but  I  would  rather  Mr.  Husbands,  or  someone  more  familiar  with 

it,  answer  it.  t»         i  j 

Mr.  Caskie.  That  question  hasn't  come  up,  but  I  am  sure  Reynolds 

would  be  glad  to  sit  down  and  talk  it  over. 

(Mr.  Goodloe  subsequently  sent  to  the  committee  the  following 

letter  dealing  with  the  matter  here  under  discussion :) 

Reconstrtjction  Finance  Corporation, 

Washington  25,  D.  C,  Octoher  26,  1945. 

Re  Hearing  on  Aluminum  Reports  of  Surplus  Property  Administration  and  the 
Attorney  General— Joint  hearing  of  the  Subcommittee  on  Surplus  Property 
Disposal  of  the  Committee  on  Military  Affairs,  the  Special  Committee  to 
Study  and  Survey  Problems  of  Small  Business  Enterprises,  and  the  Indus- 
trial Reorganization  Subcommittee  of  the  Special  Committee  on  Postwar 
Economic  Policy  and  Planning. 

Hon.  Joseph  C.  O'Mahoney, 

United  States  Senate,  Washingt07i,  D.  C. 

Dear  Senator  O'Mahoney:  I  note  from  the  transcript  of  the  hearing  on 
October  17  that  vou  desire  a  written  statement  as  to  the  legal  position  of  the 
RFC  with  respect  to  the  proposal  dated  September  25, 1945,  made  by  the  Reynolds 
Metals  Co.  for  the  lease  of  certain  of  the  Government-owned  aluminum  plants 
and  facilities. 

The  proposal  of  Reynolds  Metals  Co.,  dated  September  25,  1945,  which  was 
made  a  part  of  the  record  in  the  current  hearing,  was  recently  withdrawn,  and 
I  understand  that  Reynolds  Metals  Co.  has  submitted  or  will  submit  a  new  pro- 
posal.   In  view  of  this  and  my  telephone  conversation  with  you  and  Senator 
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McClellan,  I  understand  that  you  are  no  longer  interested  in  having  a  written 
statement  from  me  as  to  the  legal  iwsition  of  RFC  with  respect  to  the  proposal 
of  September  25.  Your  original  request  may  have  resulted  from  some  misunder- 
standing of  my  testimony  at  the  hearing  on  Ck?tober  16,  as  is  evidenced  by  refer- 
ences made  thereto  during  the  hearing  on  the  following  day. 

In  order  that  the  matter  might  be  made  perfectly  clear  I  am  attaching  for  your 
ready  reference  an  excerpt  from  the  unrevised  reporter's  transcript  of  the  hearing 
on  the  16th,  from  which  you  will  note  that  the  statements  I  made  at  that 
time — and  incidentally  I  still  fully  subscribe  to  those  statements  and  views — had 
no  reference  to  the  Reynolds'  proposal  or  any  other  specific  proposal,  but  were 
directed  to  the  general  principle  of  the  type  of  lease  outlined  in  Mr.  Husbands' 
letter  to  Mr.  Symington  of  August  2,  1945.  This  I  believe  is  made  clear  by  the 
question  asked  immediately  following  my  general  statement  by  Mr.  Borchardt 
and  my  reply  thereto,  i.  e. : 

"Mr.  Borchardt.  Let  me  ask  this:  Does  Rey^iolds'  proposal  as  to  the  first 
year  loss  mean  that  any  losses  would  be  carried  over  into  the  second  year  and 
therefore  diminish  Reynolds'  profits,  and  so  on? 

"Mr.  GooDLoE.  I  understand  not.  My  remarks  are  not  directed  to  the  Reynolds* 
proposal,  which  I  have  not  studied,  hut  are  directed  to  the  general  principle  of 
this  type  of  lease  and  outlined  in  Mr.  Husbands'  letter  to  Mr.  Symington." 
[Italics  supplied.] 

Further,  while  Mr.  Husbands'  letter  to  Mr.  Symington  did  relate  specifically 
to  aluminum,  my  statement  was  a  general  statement  regarding  our  position  with 
reference  to  the  so-called  incentive  rental  or  lease.  It  was  not  confined  to 
aluminum,  but  is  equally  applicable  to  steel,  magnesium,  and  other  plants. 

With  best  wishes. 
Sincerely  yours, 

John  D.  Goodlob,  General  Counsel. 

Senator  O'Mahoney.  We  are  confronted  with  a  very  practical 
problem.  The  Government  has  constructed  a  certain  number  of  plants 
for  the  purposes  of  the  war  at  a  great  cost.  In  building  the  plants, 
the  primary  consideration  for  Defense  Plant  Corporation  was  to  secure 
the  aluminum  which  was  necessary,  without  which  the  war  could  not 
have  been  fought  and  without  which  we  wouldn't  have  had  this 
problem. 

Some  of  those  plants  were  built  at  excessive  costs — costs  that  would 
make  it  very  difficult,  if  not  impossible,  to  operate  them  on  a  com- 
mercial basis  in  peacetime.    Is  that  not  correct  ? 

Mr.  Husbands.  That  is  correct,  sir. 

Senator  O'Mahoney.  Some  of  them  were  built  in  a  more  economical 
manner.  Some  have  been  operated  at  a  profit,  some  have  been  oper- 
ated at  a  loss,  and  so  the  task  which  is  before  the  Surplus  Property 
Board  and  in  which  you  are  collaborating,  giving  the  best  advice  you 
can  and  the  figures  and  facts  behind  you,  is  whether  or  not  these  plants 
should  be  locked  up  and  abandoned  or  whether  they  should  be  leased 
or  sold,  perhaps  on  an  incentive  program  or  an  incentive  basis,  to  com- 
petitors of  the  Aluminum  Co.  of  America,  or  whether  they  should  be 
allowed  to  fall  into  the  lap  of  the  Aluminum  Co.  of  America. 

Perhaps  I  shouldn't  have  stated  it  that  way.  Perhaps  I  should  have 
said  whether  they  should  be  acquired  by  the  Aluminum  Co.  of  America. 

Now,  those  are  the  alternatives,  are  they  not  ? 

Mr.  Husbands.  That  is  correct.  At  the  present  time,  Senator,  we 
have  had  no  offers  for  straight  commercial  lease  or  purchase  of  these 
plants,  and  unless  something  develops  in  the  near  future,  your  con- 
clusions are  correct. 

Senator  Revercomb.  Mr.  Husbands,  has  anv  other  aluminum  com- 
pany other  than  the  Aluminum  Co.  of  America  and  the  Reynolds  Co. 
discussed  the  use  of  any  of  these  plants  with  you  ? 


Mr.  Husbands.  Yes,  sir ;  I  might  state  that  the  American  Smelting 
&  Refining  Co.,  which  is  a  vejy  good  company  in  the  brass  and  copper 
business,  have  had  considerable  discussion  with  us.  They  went  down 
and  inspected  the  plant  at  Jones  Mills.  They  were  always  disturbed 
about  the  absence  of  "know  how,"  particularly  in  making  alumina, 
which  I  understand  is  a  very  complicated  operation.  ^^ 

We  discussed  with  Alcoa  the  question  of  passing  on  the  "know  how, 
and  Alcoa  said  they  would  not  do  that. 

The  American  Smelting  &  Refining  Co.  seemed  to  cool  off.  They 
were  speaking  of  a  straight  commercial  lease,  and  finally  I  called  them 
on  the  telephone  wanting  to  know  whether  they  would  take  any  posi- 
tive action  toward  leasing,  even  under  the  Alcoa  type  contract,  as  we 
call  it,  and  they  stated  this  morning  that  they  would  not  care  to  have 
anything  to  do  with  anything  that  smacked  of  a  subsidy,  and,  further, 
that  the  plants  were  too  large. 

I  might  state  that  the  Columbia  Metals  Co.  last  night  gave  us  a 
written  offer  here,  which  I  have  not  had  time  to  analyze,  but  in  sub- 
stance they  say  that  they  will  raise  working  capital  of  $20,000,000. 
Another  statement  here  says  a  portion  of  the  working  capital  may  be 
obtained  through  Government  loans.  The  term  of  lease  shall  be  for 
5  years. 

Mr.  Borchardt.  What  plants,  Mr.  Husbands? 

Mr.  Husbands.  I  beg  pardon.    Let  me  call  them  out  here. 

The  Hurricane  Creek  aluminum  plant,  Troutdale  and  Mead  reduc- 
tion plants,  Trentwood  rolling  mill— that  is  a  sheet  rolling  mill  at 
Spokane  which  cost  approximately  $48,000,000,  the  Phoenix  Extru- 
sion Plant  at  Phoenix,  Ariz.,  the  Newark  (Ohio)  Rolled,  Rod,  and  Bar 
Plant,  and  the  Spokane  Magnesium  Plant,  all  owned  by  the  RFC. 

Senator  McClellan.  Is  Jones  Mills  not  included  in  the  offer? 

Mr.  Husbands.  No;  I  believe  he  left  that  out. 

Senator  McClellan.  I  couldn't  see  why  they  wouldn't  want  it.  I 
wondered  if  that  was  an  oversight. 

Mr.  Husbands.  He  says  in  the  last  paragraph,  "The  leasing  of  any 
plants  pursuant  to  this  offer  shall  not  prejudice  the  right  of  Columbia 
Metals  at  any  future  time  to  lease  additional  Government-owned 
facilities,  including  but  not  limited  to  those  located  at  Canonsburg, 
Pa. ;  New  Castle,  Pa. ;  Monroe,  Mich. ;  Chicago,  111. :  Jones  Mills,  Ark. ; 
Tacoma,  Wash. ;  Riverbank  and  Los  Angeles,  Calii. ;  Massena  Queens, 
N.  Y. ;  Burlington,  N.  J.,  and  Baton  Rouge,  La." 

Senator  Revercomb.  This  rather  indicates  to  me,  if  I  get  the  proper 
impression,  that  there  are  parties  continuing  to  be  interested  in  the 
acquisition  of  these  plants  by  lease  or  purchase.  Therefore,  it  would 
be  rather  wrong  for  us  to  precipitate  you  into  immediate  action  here 
on  one  particular  bid.  You  received  the  opening  of  negotiations  as 
recently  as  yesterday? 

Mr.  Husbands.  I  might  state  we  have  been  negotiating  with  the 
Columbia  Metals  since  last  June. 

Senator  Revercomb.  And  they  came  forth  with  a  written  offer  now? 

Mr.  Husbands.  They  came  forth  with  a  written  offer  back  there, 
which  we  did  not  accept  because  they  wanted  us  to  agree  to  supply 
the  alumina,  which  was  another  joker  in  the  situation. 

Senator  Revercomb.  And  now  they  come  forth  more  recently  with 
another  offer? 


96 


ALUMINUM  PLANT  DISPOSAL 


ALUMINUM  PLANT  DISPOSAL 


97 


Mr.  Husbands.  That  is  right.  This  proposition  is  a  straight  rental 
situation,  where  they  state  the  rental  shall  be  computed  on  actual 
production  of  product  as  follows :  Alumina,  $2  per  ton ;  pig  aluminum, 
one-half  cent  per  pound ;  plate  and  sheet  aluminum,  1  cent  per  pound ; 
rolled  rod  and  bar,  1  cent  a  pouLd ;  extrusion,  1^2  cents  a  pound ;  and 
pig  magnesium,  three-fourths  cent  a  pound. 

But  in  here  we  are  required  to  buy  the  metal  if  he  cannot  find  a 
market  for  it.  It  says  the  RFC  will  agree  to  purchase  at  a  price  to 
be  mutually  agreed  upon,  but  in  no  event  higher  than  the  present 
market  price,  pig  aluminum  and  magnesium  to  the  extent  of  the 
difference  between  actual  production  and  commercial  sales. 

Now,  that  proposition  is  similar  to  Reynolds. 

Senator  O'Mahoney.  Have  any  of  these  companies  offered  to  sub- 
sidize the  Government? 

Mr.  Husbands.  No,  sir ;  not  yet. 

Senator  O'Mahoney.  Mr.  Harvey. 

» 

GOVERNMENT  REQUIRED  TO  LIMIT  LEASES  TO  5  YEARS  OR  LESS 

Mr.  Harvey.  I  notice  that  all  these  offers  here  that  have  been  dis- 
cussed related  to  the  primary  production  of  aluminum,  but  I  am 
particularly  interested  in  the  processing  equipment  of  aluminum. 

I  notice  these  various  offers  that  have  been  made,  and  most  of  the 
leases,  refer  to  5  percent — there  has  been  no  formal  suggestion  as  to 
sales  price  or  method  of  computing  sales  price — or  they  refer  to  a 
so-called  subsidized  lease. 

What  I  would  like  to  know  is  whether  or  not  the  Surplus  Property 
Administration,  the  DPC  and  RFC,  would  consider  a  lease  for  a  term 
that  would  be  as  long  as  the  average  business  cycle,  so  that  a  person 
could  gage  his  business  over  a  business  cycle,  say,  10  or  15  years,  and 
whether  or  not  they  would  be  interested  in  a  straight  lease  on  the 
property  with  an  option  to  purchase  at  an  agreeable  price  at  this  time, 
subject  to  depreciation  for  future  purchase,  and  also  to  pay  for  the 
lease  on  the  basis  of  a  fixed  percentage  of  the  gross  sales  of  the  product 
of  the  mill  without  regard  as  to  whether  or  not  you  subsidize  it  under 
a  profit  or  not,  but  merelv  a^  percentage ;  or,  in  other  words,  put  the 
lease  on  a  pay-as-you-go  basis. 

Mr.  Husbands.  I  might  answer  that  by  saying  that  under  the  Sur- 
plus Property  Act  as  it  stands  today,  we  cannot  dispose  of  a  plant 
except  to  lease  for  5  years  or  less.  ^ 

Until  30  days  after  this  report  has  been  presented  to  Congress, 
with  no  adverse  action  taken,  we  are  stopped  from  selling,  giving 
options  or  leasing  for  longer  than  5  years  on  aluminum  plants. 
^  Mr.  BoRCHARDT.  After  that  period  of  30  days,  it  is  merely  a  ques- 
tion of  policy  within  the  RFC  whether  to  sell  or  lease,  lease  with  op- 
tion for  any  length  of  time. 

Mr.  Husbands.  That  is  right. 

After  that  time  is  up  and  the  restriction  is  off,  of  course,  these  plants 
are  in  the  same  category  as  those  where  there  are  no  restrictions,  and 
we  will  be  glad  to  renegotiate  with  anyone  on  a  business  basis. 

Mr.  Caskie.  I  understood  you  to  say  you  had  sent  out  about  225  in- 
quiries. 

Mr.  Husbands.  Yes,  sir. 


Mr.  Caskie.  So  you  haven't  failed  to  inquire  around  from  people 
who  might  be  interested  in  these  plants  ? 

Mr.  Husbands.  No,  sir. 

Mr.  Caskie.  Of  all  the  replies,  did  you  get  a  propostion  from  any 
interests  you  addressed  that  was,  in  your  opinion,  more  favorable  to 
the  Government  than  the  one  presented  to  you  by  the  Reynolds 
Metals  Co.,  which  I  now  understand  you  to  say  you  have  rejected? 

Mr.  Husbands.  I  would  say  that  the  one  of  the  Columbia  Metals 
was  more  favorable,  in  that  they  do  not  ask  for  a  guarantee  against 

loss. 
Mr.  Caskie.  Have  they  the  know-how  ? 
Mr.  Husbands.  I  don't  know  that. 

Mr.  Caskie.  You  started  discussing  it  with  them  last  June? 
Mr.  Husbands.  That  is  right. 
Mr.  Caskie.  And  you  haven't  found  out  yet  whether  they  have  the 

know-how? 

Mr.  Husbands.  Of  course,  we  didn't  get  down  to  that  point. 

Senator  Wherry.  On  this  Reynolds  offer,  you  figured  out  the  over- 
head.  What  is  that  on  the  basis  of  sales  ? 

Mr.  Husbands.  Sales  of  512,000,000  poutids.  Senator. 

Senator. Wherry.  Who  is  going  to  buy  that? 

Mr.  Husbands.  The  Government  is  going  to  buy  it,  provided  he 
cannot  sell  it  to  private  sources. 

Senator  Wherry.  That  is,  you  stock-pile  it?  • 

Mr.  Husbands.  That  is  what  he  suggests ;  yes. 

Senator  Wh^jrry.  Where  would  you  get  that  money? 

Mr.  Husbands.  That  is  a  question  to  be  answered. 

Senator  Wherry.  I  think  that  is  a  very  important  matter.  Have 
you  the  authority  to  pay  the  money  to  buy  that  metal  to  maintain  that 
price  ? 

Mr.  Husbands.  No,  sir. 

Senator  Wherry.  You  would  have  to  come  to  Congress  for  that? 

Mr.  Troy.  I  think  there  was  some  point  made  before  about  having 
a  stock-pile  arrangement  discussed  in  the  Military  Affairs  Committee. 
Has  it  been  formalized  as  yet  ? 

Senator  Wherry.  I  am  not  on  the  Military  Affairs  Committee, 
and  I  am  not  acquainted  with  it.  Perhaps  Senator  Revercomb  or 
Senator  McClellan  would  know.  This  question  has  just  presented 
itself  now.  I  don't  see  where  you  could  figure  that  overhead  unless 
you  had  a  fixed  price  for  that  production. 

If  you  have  to  stock-pile  it  on  a  certain  price,  let  me  ask  you  this 
question : 

If  you  are  going  to  stock-pile,  should  you  not  do  the  same  thing 
for  other  companies  which  you  do  for  Reynolds  ? 

Mr.  Husbands.  Of  course,  we  could  not  stock-pile,  Senator,  imless 
the  Congress  so  authorized. 

Senator  Wherry.  But  if  you  did,  if  you  were  authorized,  wouldn't 
you  be  under  obligation  to  continue  to  stock-pile  metal  for  other 
persons  ? 

Mr.  Husbands.  That  is  all  according  to  how  the  law  will  read. 

Senator  Wherry.  As  a  business  proposition,  wouldn't  you  be  under 
obligation  to  other  lesseees  to  do  the  same  for  them  in  other  plants  as 
you  are  doing  with  Reynolds  ? 
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Mr.  Husbands.  I  would  think  so ;  yes. 

Senator  Wherry.  I  would  like  to  ask  your  general  counsel — I  un- 
derstood him  to  say  he  thought  he  had  legal  authority  in  the  event 
it  looked  like  there  might  be  a  profit. 

Mr.  GooDLOE.  I  said  it  was  my  judgment  that  if  the  directors  of  the 
KFC,  with  the  approval  of  the  Surplus  Property  Administrator,  first 
determined  that  this  was  the  best  and  most  feasible  way  of  achieving 
the  objectives  of  the  Surplus  Property  Act,  and  second,  if  they  found 
that  over  the  average  in  the  5-year  period  there  would  likely  be  a  profit 
and  that  the  possibility  of  loss  would  be  remote,  and  if  there  was  a  loss 
it  would  not  exceed  the  cost  of  maintaining  the  plants,  I  thought  they 
had  the  authority  to  do  it,  even  though  subsequent  events  might  prove 
their  findings  in  that  respect  to  have  been  wrong. 

Senator  Wherry.  If  an  examination  of  the  records  would  disclose 
that  the  Reynolds  Co.  could  not  produce  this  aluminum  at  15  cents 
and  make  any  money — and  I  remember  Mr.  Reynolds  testifying  before 
the  Senate  Small  Business  Committee  prior  to  this  time — m  the  light 
of  that,  on  your  second  proposition,  would  you  still  feel  you  had  the 
authority  to  go  ahead,  knowing  you  are  going  to  have  a  loss  ? 

Mr.  GooDLOE.  I  don't  know  what  the  factual  situation  is,  Senator. 
My  judgment  from  the  standpoint  of  legal  authority  is  that  if  the 
directors  made  that  determination  under  circumstances  where  it  wasn^t 
patently  wrong — in  other  words,  that  no  reasonable  man  could  have 
come  to  such  conclusions  under  those  circumstances — ^I  would  say  they 
had  the  legal  authority  to  do  it. 

Senator  Wherry.  Regardless  of  whether  they  knew  they  were  going 
to  have  a  loss  when  they  started  into  it?  Would  not  that  make  a 
difference  ? 

Mr.  GooDLOE.  That  would  make  a  difference. 

(A  letter  on  this  point  by  Mr.  Goodloe,  appears  on  p.  93.) 
'  Mr.  Husbands.  I  think  that  is  all  I  have,  unless  you  want  to  ask 
some  more  questions. 

Mr.  Anderson.  I  wanted  to  ask  one  question.  You  mentioned 
earlier  in  the  day,  or  yesterday,  some  seven  or  eight  offers  that  had 
come  to  you,  or  something  preliminary  to  offers. 

Mr.  Husbands.  I  said  "interests." 

Mr.  Anderson.  Would  you  list  those  and  indicate  the  character  of 
the  interest  shown  ? 

Mr.  Husbands.  Yes,  sir.  I  have  a  list  here  which  I  will  put  in  the 
record.    This  is  a  list  of  the  companies  to  which  we  sent  the  telegram. 

Senator  Wherry.  Did  you  send  that  to  Alcoa  ? 

Mr.  Husbands.  I  talked  to  Alcoa  every  week  or  two  and  to  Reynolds, 
too.    There  was  no  use  sending  it  to  them.    I  knew  their  interests. 

Senator  Wherry.  I  wondered  if  you  offered  them  a  formal  oppor- 
tunity. 

Mr.  Husbands.  No  ;  they  couldn't  have  bought  them  under  the  ruling. 

Senator  Wherry.  I  wondered  whether  you  solicited  them — whether 
you  extended  an  invitation  to  them  to  come  in  and  talk  it  over. 

Mr.  Husbands.  They  were  in  to  see  me  once  a  week,  anyway. 

Senator  Wherry.  But  you  are  going  on  the  theory  that  they  cannot 
buy?    That  is  your  interpretation.    I  am  asking  you  if  you  extended 
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the  opportunity  to  come  in  and  negotiate  with  you  on  any  of  these 
plants  to  Alcoa  or  Reynolds.  ^  ^  i 

Mr.  Husbands.  I  think  we  had  a  letter  from  the  Attorney  General 
which  told  us  not  to  sell  to  Alcoa. 

Senator  Wherry.  Did  he  tell  you  not  to  sell  to  Reynolds  ? 

Mr.  Husbands.  No,  sir. 

Senator  Wherry.  And  did  you  extend  them  the  opportunity  to  come 

in  and  make  their  offer  ? 

Mr.  Husbands.  Yes ;  I  have  their  offer. 

Senator  Stewart.  You  say  you  sent  out  225  letters? 

Mr.  Husbands.  Telegrams,  Senator. 

Senator  Stewart.  Seeking  offers  on  these  plants  ? 

Mr.  Husbands.  That  is  right. 

Senator  Stewart.  Are  there  that  many  aluminum  companies? 

Mr.  Husbands.  These  are  steel  operators,  brass,  copper,  and  anybody 
in  the  metallurgical  line. 

SUBLEASING  OF  UNITS  IS  SUGGESTED 

Senator  Stewart.  Has  any  plan  been  considered  for  leasing  these 
plants  to  large  concerns  and  they,  in  turn,  subleasing  operations  to 
smaller  concerns? 

Mr.  Husbands.  No,  sir. 

Senator  Stewart.  It  would  probably  be  difficult  anyway,  wouldn't 

it? 

Mr.  Husbands.  Yes;  I  think  so. 

Senator  Stewart.  Some  of  them  are  rather  small.  I  understand 
that  some  concerns  are  capable  of  producing  in  the  field  of  final  manu- 
facture whereas  they  are  not  qualified  to  do  anything  else,  and  others 
might  be  able  to  do  fabrication  work,  and  then  secondary  smelting,  and 
what  not.  Have  you  given  any  thought  to  breaking  down  the  opera- 
tions of  plants  in  that  respect? 

Mr.  Husbands.  I  was  referring  to  the  aluminum  metal  plants.  Sen- 
ator. I  don't  think  those  plants  would  be  given  to  that  kind  of  opera- 
tion. You  have  got,  for  instance,  one,  two,  three,  or  four  pot  lines  in 
each  plant. 

Senator  Stewart.  What  I  mean,  if  I  make  myself  clear,  is  to  lease 
these  plants  to  a  metals  concern  with  the  understanding  that  they 
sublease  work  of  this  character  to  smaller  concerns. 

Mr.  Husbands.  I  might  say  this :  We  are  now  working  on  a  proposi- 
tion in  Canonsburg,  Pa.,  which  is  an  aluminum  forging  plant  on  that 
same  basis,  where  it  is  to  be  broken  up  into  smaller  units.  But  it  will 
not  be  aluminum  forging. 

Senator  Stewart.  Our  interests  being  with  the  small  businessmen, 
those  of  us  on  the  Small  Business  Committee  and  all  of  us  in  this 
operation,  we  are  interested  in  aiding  the  reconversion  in  the  postwar 
period.  I  think  that  is  an  idea,  if  it  is  feasible  at  all,  which  might  be 
given  some  thought.  I  am  glad  to  hear  you  are  working  on  that.  You 
might  fan  out  and  develop  into  something  in  many  of  the  other  plants. 

Mr.  Husbands.  We  inaugurated  that  the  other  day  in  Birmingham, 
Ala.,  and  secured  lessees  for  a  big  airplane  plant  down  there. 

Senator  Wherry.  If  you  didn't  pay  an  incentive  to  these  plants  that 
you  want  to  get  into  this  business,  you  would  have  to  increase  the 
price  of  aluminum,  wouldn't  vou  ? 
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Mr.  Husbands.  I  will  answer  that  by  saying  that  at  the  present  time 
no  one  has  offered  to  lease  the  plant,  and  I  assume  your  conclusion  is 
right — that  they  want  to  be  assured  of  a  market  for  the  metal  and  a 
price  at  which  they  will  not  mean  a  loss. 

Senator  Wherry.  So  the  choice  we  have  to  make  here  is  to  either 
permit  private  enterprise  to  function  at  a  price  where  they  can  make 
a  profit,  which  might  mean  raising  the  price,  or  else,  in  other  words, 
not  to  get  into  competition. 

You  would  pay  incentives  to  those  you  wanted  to  get  in  business. 

Mr.  Husband.  Up  to  the  present  time  that  is  the  best  we  have  had 
right  here  before  us. 

Senator  Wherry.  You  have  got  to  go  one  way  or  the  other ;  is  that 
right. 

Mr.  Husbands.  1  don't  know  about  the  price  raising  end  of  it,  but 
we  haven't  any  offers  at  the  present  prices.  'I  don't  know  whether 
we  can  develop  offers  that  have  other  features  or  not. 

Mr.  Anderson.  I  take  it  these  plants,  those  not  now  in  operation,  are 
in  stand-by  condition  with  a  small  skeleton  force  taking  care  of  them 
as  custodians? 

Mr.  Husbands.  That  is  true. 

Mr.  Anderson.  As  of  November  1,  if  something  is  not  done  between 
now  and  then,  the  plants  operated  by  Alcoa  will  go  into  the  same  con- 
dition ? 

Mr.  Husbands.  That  is  correct. 

Mr.  Anderson.  How  many  people  will  be  eliminated  from  employ- 
ment or  will  lose  their  jobs  as  a  result  of  the  cut-back  on  November  1? 

Mr.  Husbands.  You  mean  in  comparison  to  those  ? 

Mr.  Anderson.  Those  now  employed  who  will  lose  their  jobs. 

Mr.  Husbands.  They  are  not  employed  even  now,  because  Alcoa 
closed  their  plants  down  35  or  40  days  ago. 

Mr.  Anderson.  They  have  already  lost  their  jobs. 

Mr.  Husbands.  That  is  right. 

Mr.  Anderson.  Do  you  know  the  cost  to  the  Government  of  main- 
taining these  plants  in  stand-by  condition? 

Mr.  Husbands.  No,  sir ;  I  haven't  that  figure. 

Mr.  Anderson.  Is  it  a  sizable  amount  of  money  ? 

Mr.  Husbands.  I  would  think  so,  yes,  sir. 

Mr.  Anderson.  Running  into  millions  of  dollars  a  year? 

Mr.  Husbands.  You  mean  all  of  the  plants  ? 

Mr.  Anderson.  Yes. 

Mr.  Husbands.  Yes ;  I  would  say  so. 

Senator  Revercomb.  Mr.  Husbands,  just  for  clarification,  what  are 
the  letters  and  papers  which  you  are  going  to  put  in  the  record  at  the 
request  of  Mr.  Anderson?     Will  you  just  identify  them? 

Mr.  Husbands.  This  is  a  copy  of  the  telegram  which  Mr.  Symington 
and  I  signed  jointly  and  sent  to  224  companies,  inviting  them  to 
negotiate  with  us  for  the  use  of  these  aluminum  facilities. 

This  is  a  letter  which  I  wrote  in  February  of  this  year  to  57 
companies,  all  of  whom  were  in  the  aluminum  fabricating  business  for 
some  time. 

Senator  O'Mahoney.  Will  you  put  them  all  in  the  record  ? 

Mr.  Husbands.  Yes,  sir. 


I  also  have  here  the  names  of  the  companies  to  whom  we  sent  the 
letters  and  wires,  and  a  summary  of  the  replies  of  those  who  expressed 
any  interest  in  them. 

(The  letter,  telegram,  and  lists  referred  to  read  as  follows:) 

'  *  Defense  Plant  Cobpobation, 

Washingt(m  25,  D.  C.  February  21,  1H5. 

Mr.  F.  C.  Crawford, 

President,  Thompson  Products,  Inc.,  Cleveland,  Onto. 

Dear  Mb.  Crawford  :  During  the  war  period  Defense  Plant  Corporation  has 
built  a  great  many  magnesium  and  aluminum  plants  throughout  the  country. 
These  plants  include  the  whole  range  of  facilities  from  the  production  of  primary 
metal  through  the  entire  field  of  fabrication.  Sooner  or  later  these  plants  will 
not  be  needed  for  the  war  program  and  will  then  become  available  for  disposition 
to  private  industry. 

Because  you  are  now  engaged  in  the  manufacture  of  aluminum,  magnesium, 
or  related  nonferrous  metal  products,  it  is  felt  that  you  may  have  a  future  interest 
In  some  of  these  facilities.  If  such  is  the  case,  and  in  anticipation  of  the  time 
they  may  become  available.  Defense  Plant  Corporation  invites  your  analysis  and 
study  of  these  facilities  for  your  postwar  needs.  Such  preliminary  consideration 
on  your  part  may  serve  to  expedite  acquisition  for  early  production  when  they 
become  available  for  disposal.  We  are  prepared  to  discuss  now  any  interest  you 
may  have  in  the  future  acquisition  of  facilities  and  the  problems  of  terms  and 
conditions  related  thereto. 

We  shall  be  happy  to  furnish  you  detailed  information  as  to  any  of  these  plants, 
including  equipment,  capacities,  etc.,  which  may  be  useful  to  you  in  your  con- 
sideration of  them. 

Yours  very  truly, 

Sam  H.  Husbands,  President. 


Defense  Plant  Corporation, 
Washington,  D.  C,  June  8,  1945. 
Memorandum  to  Mr.  Husbands. 

During  the  month  of  February  we  forwarded  letters  to  57  selected  manufactur- 
ing concerns  inviting  their  analysis  and  study  of  the  suitability  of  DPC  aluminum 
and  magnesium  plants  for  their  postwar  needs.  We  received  18  replies  indicating 
interest  of  one  degree  or  another.  In  addition  we  received  four  replies  indicating 
interest  in  equipment  only,  and  two  replies  indicating  interest  in  plants  other 
than  the  aluminum  and  magnesium  facilities. 

Most  of  the  replies  indicating  interest  in  the  plants  were  referred  to  Mr.  Bean, 
and  most  of  these  in  turn  were  referred  to  the  agencies  for  further  attention. 
I  have  recently  followed  up  on  these  and  herewith  summarize  the  situation  as 
to  each  prospect  on  the  basis  of  present  information.  I  have  asked  the  agencies 
to  keep  us  advised  of  developments,  and  in  many  instances,  where  the  situation 
seemed  to  justify  it,  have  asked  prospects  to  confer  with  you  in  Washington. 

Advance  Aluminum  Castings  Corp.,  Chicago,  III. — Have  no  present  need  for 
additional  space  but  are  interested  in  information  on  available  facilities  for  future 
reference.  Bukowski  has  furnished  "brief alog"  and  suggested  Plancor  652  (Alu- 
minum Co.  of  America,  McCook,  111.)  and  Plancor  1370  (Aluminum  Co.  of  Amer- 
ica, East  St.  Louis,  111.),  and  I  have  invited  them  to  confer  with  you. 

American  Smelting  d  Refining  Co.,  New  York,  N.  Y. — Very  much  interested  in 
making  a  study  of  aluminum  and  magnesium  plants.  You  are  familiar  with 
negotiations  with  them. 

Bendix  Aviation  Corp.,  Detroit,  Mich. — Interested  in  purchasing  or  leasing 
Plancor  132,  which  is  under  lease  to  magnesium  foundry  division  of  Bendix,  and 
possibly  others.    Mr.  Bean  is  having  appraisals  made. 

Bridgeport  Brass  Co.,  Bridgeport,  Conn.— Interested  in  considering  small  plant, 
but  not  sure  of  extent  of  postwar  expansion  program.  New  York  agency  has 
asked  for  more  definite  outline  of  requirements,  and  I  have  invited  them  to 
confer  with  you. 

Calumet  and  Hecla  Consolidated  Copper  Co.,  Wolverine  Tube  Dit^ision.  Detroit, 
Mich. — Very  much  interested  in  further  information.  Have  asked  Fushman  to 
bring  us  up  to  date  on  negotiations. 
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Doehler-Jartna  Corp.,  New  York,  N.  7. — Interested  in  plant  suitable  for  cen- 
tralizing production  of  magnesium  parts  now  being  carried  on  at  Chicago  and 
Batavia,  N.  Y.,  plants.  Mr.  Bean  has  furnished  a  list  of  aluminum  and  mag- 
nesium foundries,  and  I  have  invited  them  to  confer  with  you. 

Ehaloy  Foundries,  Inc.,  Rockford,  lU. — Interested  in  receiving  general  infor- 
jnatiou  ou  aluminum  and  magnesium  plants.  Bukowski  has' furnished  them  a 
<;op5^  of  the  'briefalog"  and  called  attention  to  those  plants  which  have  been 
declared  surplus  as  well  as  Plancor  652  (Aluminum  Co.  of  America,  McCook, 
111.),  and  Plancor  1370  (Aluminum  Co.  of  America,  East  St.  Louis,  111.).  I  have 
invited  them  to  confer  with  you. 

Federal  Mogul  Corp.,  Detroit,  Mich. — Interested  in  information  on  aluminum 
foundry  facilities.    Have  asked  Fushman  to  bring  us  up  to  date  on  negotiations. 

C^eneral  Electric  Realty  Corp.,  Schenectady,  N.  Y. — Interested  in  acquiring 
p'lants  now  leased  from  DPC,  and  are  in  touch  with  Mr.  Farthing  and  Mr.  Bean. 
J  have  invited  them  to  confer  with  you  when  their  plans  develop. 

(General  Motors  Corp.,  Detroit,  Mich. — Interested  in  acquisition  of  Plancor 
1208  (General  Motors  Corp.,  Delco  Remy  division,  Bedford,  Ind.).  May  not  be 
interested  in  all  of  machinery  and  equipment.    Negotiating  with  Bukowski. 

Harvill  Corp.,  Los  Angeles,  Calif. — Interested  in  facilities  located  in  sections  of 
the  country  other  than  southern  California.  Have  sent  them  copy  of  "briefalog" 
and  instructed  Haight  to  follow  up.    Also  have  invited  them  to  confer  with  you. 

National  Bronze  d  Aluminum  Foundry  Co.,  Cleveland,  Ohio. — Interested  in 
retaining  facilities  now  being  operated  by  them.  Have  invited  them  to  discuss 
matter  with  you  when  their  plans  are  developed. 

National  Lead  Co.,  New  York,  N.  Y. — Interested  in  information  on  aluminum 
and  magnesium  plants  in  general  and  the  magnesium  plant  at  Luckey,  Ohio, 
which  they  are  operating,  in  particular.  Have  asked  Farthing  for  report  on 
status  of  negotiations. 

Outboard  Marine  d  Manufacturing  Co.,  Waukegan,  III. — Originally  expressed 
interest  in  any  plant  which  might  be  near  Milwaukee  or  Waukegan  but  later 
advised  Bukowski  we  have  nothing  suitable. 

Revere  Copper  d  Bra^s,  Inc.,  New  York,  N.  Y. — Definitely  interested  in  acquir- 
ing some  of  aluminum  and  magnesium  facilities  they  are  now  operating  and  have 
been  in  touch  with  New  York  office.  Have  asked  Farthing  for  report  on  status 
of  negotiations. 

The  Sperry  Corp.,  New  York,  N.  Y. — Interested  in  information  on  plants  in 
eastern  and  southeastern  States,  and  have  had  some  discussions  with  Mr.  Bean. 
Have  invited  them  to  discuss  matter  with  you  when  their  plans  are  developed. 

Stewart-Warner  Corp.,  Chicago,  III. — Originally  expressed  interest  in  plant 
ior  production  of  permanent  mold  castings,  but  later  advised  Chicago  office  we 
have  nothing  suitable. 

West  Bend  Alumiyium  Co.,  West  Bend,  Wis. — Interested  in  aluminum  or 
magnesium  plant.  Chicago  office  has  furnished  copy  of  "briefalog"  and  directed 
particular  attention  to  Plancor  652  (Aluminum  Co.  of  America,  McCook,  111.), 
and  Plancor  1792  (Metal-Mold  Magnesium  Corp.,  Cedarburg,  Wis.).  Chicago 
office  has  had  no  response  and  I  have  invited  them  to  discuss  matter  with  you. 

Prospects  for  the  acquisition  of  equipment  only  are  as  follows : 

Chrysler  Corp.,  Detroit,  Mich. — Interested  in  purchasing  approximately  $1,- 
000,000  original  cost  plus  installation  of  hammers  and  presses  located  in  Chrysler- 
owned  buildings  (Plancors  103  and  1009).  Negotiations  being  handled  by 
Detroit  agency. 

Metal  d  Thermit  Corp.,  New  York,  N.  Y. — Interested  in  melting,  casting,  and 
granulating  equipment.     Referred  to  New  York  office. 

Monarch  Aluminum  Manufacturing  Co.,  Cleveland  Ohio. — May  be  interested 
at  later  date  in  acquiring  equipment  separate  from  plant.  Referred  to  Cleveland 
office. 

Mueller  Brass  Co.,  Port  Huron,  Mi<^h. — Possible  interest  in  equipment  separate 
from  plant.     Referred  to  Detroit  office. 

Prospects  for  plants  other  than  aluminum  or  magnesium  are  as  follows : 

American  Radiator  d  Standard  Sanitary  Corp.,  New  York,  N.  Y. — Interested 
in  a  plant  in  Texas  and  another  in  southern  Indiana,  southern  Illinois,  or  Ken- 
tucky.    Referred  to  Mr.  Bean. 

Rome  Cable  Corp.,  Rome,  N.  Y. — Interested  in  acquiring  plant  and  equipment 
In  nonferrous  metal  field.     Referred  to  Mr.  Bean. 

R.  O.  Dyas. 


August  30, 1945. 
To  Companies  on  Attached  Lists: 

With  the  premise  that  the  present  leasing  situation  on  Government-owned 
aluminum  and  alumina  plants  can  be  satisfactorily  resolved,  and  in  adequate 
supply  of  bauxite  at  a  competitive  price  assured,  please  advise  the  Reconstrue- 
tion  Finance  Corporation  immediately  whether  your  company  would  be  in- 
terested in  the  purchase  or  lease  of  any  Government-owned  aluminum  or  alumina 
plants,  and  if  so,  on  what  basis. 

W.  Stuabt  Symington, 
Chairman,  Surplus  Property  Board. 

Sam  H.  Husbands, 
Director,  Reconstruction  Finance  Corporation. 

COMPANIES  EXPRESSING  INTEREST  IN  ALUMINUM  PLANTS 

The  Bristol  Brass  Corp.-  {telegram  August  SI — R.  E.  Oay,  president). — Be- 
quests information  as  to  whether  plants  offered  for  sale  or  lease  are  manufacturers 
of  ingot  only.    This  will  affect  decision.     (Referred  to  Buskie.) 

Pend  Oreille  Mines  d  Metals  Corp.  ( telegram  August  31 — Lewis  P.  Larson,  pres- 
ident).— If  Olin  Tacoma  plant  is  on  list  and  can  be  converted  to  electrolytic  zinc, 
would  be  very  much  interested. 

Bohn  Aluminum  d  Brass  Corp.  {telegram  August  31 — P.  A.  Markey,  presi- 
dent)— Very  much  interested.  Would  like  list  of  plants  available  and  terms  and 
conditions  for  lease  or  purchase. 

Johnson  Bronze  Co.  {telegram  August  31 — J.  Preston  Flaherty,  presidetU). — 
Interested,  but  feel  plant  is  too  large  and  expense  would  be  too  great. 

Eagle  Picher  Co.  {telegram  August  31 — J.  M.  Bowlby,  president). — ^Not  in- 
terested at  the  moment,  but  have  been  interested  in  the  past  and  will  be  glad  to 
consider  specific  situations  if  and  when  available. 

The  Youngstoum  Sheet  d  Tube  Co.  {letter  August  SI — W.  E.  Watson,  presi- 
dent).— If  plants  are  sold  piecemeal  would  be  interested  in  rolling  equipment. 

Fort  Pitt  Bridge  Works  {letter  August  31 — James  M..Strub,  president). — May 
be  interested  in  lease  of  portion  of  aluminum  forging  plant  located  at  Canonsburg, 
Pa. 

The  Vulcan  Refining  Co.  {telegram  August  31 — W.  J.  Butterfield,  president). — 
Might  be  interested  in  purchase  or  lease  of  alumina  plant  using  the  Baeyer 
Process — requests  location  and  particulars. 

American  Smelting  d  Refining  Co.  {telegram  September  4 — Roger  W.  Straus, 
president). — Now  negotiating  for  lease  of  Hurricane  alumina  plant  and  Jones 
Mill  aluminum  plant. 

Callahan  Zinc  Lead  Co.  {telegram  September  4 — Henry  B.  Van  Sinderen,  presi- 
dent).— Very  much  interested.    Would  like  additional  information. 

Permanente  Metals  Corp.  { teletype  September  5 — Henry  J.  Kaiser,  president). — 
Very  much  interested  in  alumina  plants. 

Sunshine  Mining  Co. — Possibly  interested  long  term  lease  purchase  agreement 
on  aluminum  production  plant  Spokane  or  Tacoma. 

United  Zinc  Smelting  Corp.  {letter  August  31). — Very  much  interested.  Would 
like  further  information. 

Pittsburgh  Metallurgical  Co.  {cc  detter  September  5  Symington — Charles  F. 
Colbert,  Jr.,  president). — May  be  interested  in  Ancor.  Would  like  to  receive 
descriptive  material. 

Republic  Steel  Corp.  {letter  September  6 — C.  M.  White,  president). — If  plants 
are  to  be  dismantled,  would  be  interested  in  looking  over  rolling  mjll  machinery. 
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Acme  Steel  Co.,  2840  Archer  Avenue,  Chicago,  111.,  C.  S.  Traer,  president. 
Alan  Wood  Steel  Co.,  Conshohocken,  Pa.,  J.  T.  Whiting,  president. 
Allegheny  Ludlum  Steel  Corp.,  Brackenridge,  Pa.,  H.  G.  Batcheller,  president. 
American  Chain  &  Cable  Co.,  Inc.,  929  Connecticut  Avenue,  Bridgeport,  Conn., 

W.  T.  Morris,  president. 
The  American  Rolling  Mill  Co.,  703  Curtis  Street,  Middletown,  Ohio,  C.  R.  Hook, 

president. 
American  Stamping  Co.,  978  East  Sixty-fourth  Street,  Cleveland,  Ohio,  C.  W. 

Custer,  president. 
Apollo  Steel  Co.,  Apollo,  Pa.,  A.  M.  Oppenheimer,  president. 
Arcade  Malleable  Iron  Co.,  72  Albany  Street,  Worcester,  Mass.,  J.  A.  Crotty, 

president. 
Atlantic  Steel  Co.,  Sixteenth  and  Mecaslin  Streets,  Atlanta,  Ga.,  C.  F.  Stone, 

president. 
Barium  Steel  Corp.,  Fifteenth  Street  and  Allen  Avenue  SE.,  Canton,  Ohio,  Rudolph 

Eberstadt,  president. 
Bethlehem  Steel  Corp.,  25  Broadway,  New  York,  N.  Y.,  E.  G.  Grace,  president. 
Birdsboro  Steel  Foundry  &  Machine  Co.,  Birdsboro,  Pa.,  J.  E.  McCauley,  president. 
Bliss  &  Laughlin,  Inc.,  Harvey,  111.,  W.  R.  Howell,  president. 
Borg-Warner  Corp.,  310  South  Michigan  Avenue,   Chicago,   111.,   C.   S.   Davis, 

president. 
Brooke  (E.  &  G.)  Iron  Co.,  Birdsboro,  Pa.,  F.  W.  Coburn,  president. 
Brown  Fence  &  Wire  Co.,  6560  Juniatta  Avenue,  Cleveland,  Ohio,  A.  0.  Winger, 

president. 
A.  M.  Byers  Co.,  Clark  Building,  Pittsburgh,  Pa.,  L.  F.  Rains,  president. 
Carpenter  Steel  Co.,  101  West  Bern  Street,  Reading,  Pa.,  J.  H.  Parker,  president. 
Castle  (A.  M.)  &  Co.,  1132-52  West  Blackhawk  Street,  Chicago,  111.,  John  M. 

S'impson,  president. 
Central  Foundry  Co.  (The),  386  Fourth  Avenue,  New  York,  N.  Y.,  David  Ford, 

president. 
Central  Iron  &  Steel  Co.,  Harrisburg,  Pa.,  H.  S.  Evans,  president. 
Central  Steel  &  Wire  Co.,  3000  West  Fifty-first  Street,  Chicago,  lU.,  Mandel 

Lowenstine,  president. 
Chicago  Rivet  &  Machine  Co.,  9600  West  Jackson  Boulevard,  Bellwood,  111.,  J.  A. 

Morrissey,  president. 
Clow   (James  B.)   &  Sons,  201-299  North  Tahnan  Avenue,  Chicago,  111.,  K.  S. 

Clow,  president. 
Colorado  Fuel  &  Iron  Corp.,  Continental  Oil  Building,  Denver,  Colo.,  W.  A. 

Maxwell,  Jr.,  president. 
Commercial  Shearing  &  Stamping  Co.,  1775  Logan  Avenue,  Youngstown,  Ohio,  C.  B. 

Cushwa,  Sr.,  president. 
Consolidated  Steel  Corp.,  P.  O.  Box  6880,  East  Los  Angeles  Branch,  Los  Angeles, 

Calif.,  A.  G.  Roach,  president. 
Continental  Foundry  &  Machine  Co.,  One  Hundred  and  Forty-fourth  Street,  East 

Chicago,  Ind.,  W.  C.  Snyder,  Jr.,  president. 
Continental  Steel  Corp.,  1109  South  Main  Street,  Kokomo,  Ind.,  D.  A.  Williams, 

president. 
Copperweld  Steel  Co.,  Glassport,  Pa.,  S.  E.  Bramer,  president. 
Crucible  Steel  Co.  of  America,  405  Lexington  Avenue,  New  York,  N.  Y.,  W.  H. 

Colvin,  Jr.,  president. 
Detroit  Gray  Iron  Foundry  Co.,  Iron  Street,  Detroit,  Mich.,  M.  L.  Gardner, 

president. 
Detroit  Steel  Corp.,  1025  South  Oakwood  Avenue,  Detroit,  Mich.,  M.  J.  Zivian, 

president. 
Driver-Harris  Co.,  Middlesex  Street,  Harrison,  N.  J.,  F.  L.  Driver,  Jr.,  president. 
Eastern  Malleable  Iron  Co.,  Naugatuck,  Conn.,  L.  A.  Dibble,  president. 
Eastern  Stainless  Steel  Corp.,  Rolling  Mill  Avenue  and  Baltimore  Street,  Col- 
gate, Baltimore  County,  Mr.,  T.  F.  McLaughlin,  president. 
Empire  Steel  Corp.,  North  Bowman  Street,  Mansfield,  Ohio,  J.  B.  Montgomery, 

Jr.,  president. 
Firth-Sterling  Steel  Co.,  McKeesport,  Pa.,  L.  Geral  Firth,  president. 
Follansbee  Steel  Corp.,  Third  and  Liberty  Avenue,  Pittsburgh,  Pa.,  Lauson  Stone, 

president. 


Fort  Pitt  Bridge  Works,  Keystone  Hotel  Building,  Pittsburgh,  Pa.,  George  D. 

General  MeTals^Corp.  (controlled  by  Transamerica  Corp.),  701  One  Hundred  and 

Fifth  Avenue,  Oakland,  Calif.,  W.  A.  De  Bidder,  president. 
General  Steel  Castings  Corp.,  Eddystone,  Pa.,  Charles  P-  Whitehead   president 
Globe  Steel  Tubes  Co.,  3839  West  Burnham  Street,  Milwaukee,  Wis.,  W.  G. 

Buchanan,  president.  ,  ^,.  ^  .     ,  -a     4. 

Granite  City  Steel  Co.,  Granite  City,  111.,  Hayward  Niedringhaus,  president. 
Harrisburg  Steel  Corp.,  Harrisburg,  Pa.,  Wilbert  Near,  president. 
Hoover  Ball  &  Bearing  Co.,  Ann  Arbor,  Mich.,  F.  A.  Stivers,  president. 
Indiana  Steel  Products  Co.,  6  North  Michigan  Avenue,  Chicago,  111.,  A.  D.  Pla- 

mondon,  Jr.,  president.  ,     ,^  «  1  -^     * 

Inland  Steel  Co.,  38  South  Dearborn  Street,  Chicago,  111.,  W.  Sykes,  president. 
Jessop  Steel  Co.,  500  Green  Street,  Washington,  Pa.,  R.  E.  Emery,  president  • 

Jones  &  Laughlin  Steel  Corp.,  Jones  ^  Laughlin  Building,  Pittsburgh,  Pa.,  H.  B. 

Lewis,  president.  ,„    ,       .r^  .       ^i,-  rn    nf  t 

Joslyn  Manufacturing  &  Supply  Co.,  20  North  Wacker  Drive,  Chicago,  lU.,  M.  L. 

KansarCi^rStrTctural  Steel  Co.,  Twenty-first  Street  and  Metropolitan  Avenue, 
Kansas  City,  Kans.,  H.  A.  Fitch,  president.  ,  .„  ^  „  .^«  4. 

Kellogg  (M.  W.)  Co.,  225  Broadway,  New  York,  N.  Y.,  M.  W.  Kellogg,  president 

Keystone  Steel  &  Wire  Co.,  Peoria,  111.,  Reuben  E.  Sommer,  president. 

Laclede  Steel  Co.,  Arcade  Building,  St.  Louis,  Mo.,  W.  M.  Akin,  vice  president 
(presidency  vacant).  „^      ^     _  .       _^ 

Lancaster  Iron  Works,  Inc.,  South  Prince  and  Hager  Streets,  Lancaster,  Pa., 

W.  W.  Porsey,  president. 
Latrobe  Electric  Steel  Co.,  Latrobe,  Pa.,  M.  W.  Saxman,  pr^ident. 
Lukens  Steel  Co.,  South  First  Avenue,  Coatesville,  Pa.,  R.  W.  Wolcott,  president 
Mackintosh-Hemphill  Co.,  901  Bingham  Street,  Pittsburgh,  Pa.,  James  S.  Ervin, 

nresident  

Macwhyte  Co.,  2906  Fourteenth  Avenue,  Kenosha,  Wis.,  J.  S.  Whyte,  president 
Mahone  (R.  C.)   Co.   (The),  8650  Mount  Elliott  Avenue,  Detroit,  Mich.,  R.  O. 

Mahon,  president.  .  ,     *^  t»  •»»  t     *.\, 

McLouth  Steel  Corp.,  300  South  Livernois  Avenue,  Detroit,  Mich.,  D.  B.  McLoutn, 

president.  .    ,.^  ^»  ^x-  -^^  *. 

Michigan  Seamless  Tube  Co.,  South  Lyon,  Mich.,  William  A.  McHattie,  president. 
Michigan  Steel  Casting  Co.,  1986  Guoin  Street,  Detroit,  Mich.,  E.  D.  Flintermann, 

Michigan  Steel  Tube  Products  Co.,  9450  Buffalo  Street,  Hamtramck,  Mich.,  Charles 

E   M^iller   nresident. 
The  Midland  Steel  Products  Co.,  Madison  Avenue  and  West  One  Hundred  and 

Sixth  Street,  Cleveland,  Ohio,  E.  J.  Kulas,  president.  ^.     ..      x. 

The  Midvale  Co.,  4320  Wissahickon  Avenue,  Nicetown,  Philadelphia,  Pa.,  Francis 

Bradley,  president.  .     ,,      »    ^ 

Midwest  Piping  &  Supply  Co.,  Inc.,  1450  South  Second  Street,  St  Louis,  Mo.,  A.  G. 

Stoughton,  president.  _  ^  „.  ,  -^     x 

National  Steel  Corp.,  Grant  Building,  Pittsburgh,  Pa.,  George  R.  Fink,  president 
Northwestern  Steel  &  Wire  Co.,  Sterling,  111.,  P.  W.  Dillon,  president. 
Ohio  Seamless  Tube  Co.,  132  West  Main  Street,  Shelby,  Ohio.,  W.  C.  Connelly. 

president. 
Phoenix  Iron  Co.,  Phoenixville,  Pa.,  David  Thomson,  president. 
Pittsburgh  Forgings  Co.,  Coreopolis,  Pa.,  Edwin  Hodge,  Jr.,  president. 
Pittsburgh  Mettallurgical  Co.,  Inc.,  3801  Highland  Avenue,  Niagara  Falls,  N.  Y., 

C.  F.  Colbert,  Jr.,  president. 
Pittsburgh  Steel  Co.,  1600  Grant  Building,  Pittsburgh  30,  Pa.,  J.  H.  Carter, 

president  ^^  .^     ^ 

Pittsburgh  Steel  Foundry  Corp.,  Glassport,  Pa.,  G.  D.  Thompson,  president. 
Republic  Steel  Corp.,  Republic  Building,  Cleveland,  Ohio,  C.  M.  White,  president 
Rotary  Electric  Steel  Co.,  21400  Mound  Road,  Warren  Township,  Mich.,  N.  D. 

Devlin,  president. 
Rustless  Iron  &  Steel  Corp.,  3400  East  Chase  Street,  Baltimore,  Md.,  Calvin 

Veritv  nresident. 
St.  Louis  Screw  &  Bolt  Co.,  6900  North  Broadway,  St.  Louis,  Mo.,  Roy  W.  Miller, 

president. 
Scullin  Steel  Co.,  6700  Manchester  Avenue,  St.  Louis,  Mo.,  B.  F.  Judge,  president. 
Sharon  Steel  Corp.,  Sharon,  Pa.,  Henry  A.  Roemer,  president 
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Si^ode  Steel  Strapping  Co.,  2600-2620  North  Western  Avenue,  Chicago.  Ill 
.  J.  W.  Leslie,  president.  ' 

Simonds  Saw  &  Steel  Co.,  470  Main  Street,  Fitchburg,  Mass.,  Daniel  Simonds 
president.  «*    »  o, 

Siyyer  Steel  Casting  Co.,  1675  South  Forty-third  Street,  Milwaukee.  Wis 
M.  A.  Fladoes,  president.  ' 

Sloss-Sheffield  Steel  &  Iron  Co.,  Birmingham,  Ala.,  Hugh  Morrow,  president. 

bmith  (A.  O.)  Corp.,  3533  North  Twenty-seventh  Street,  Milwaukee,  Wis..  W  C 
Heath,  president.  .      .  v^. 

Standard  Tube  Co.  (The),  14600  Woodward  Avenue,  Highland  Park.  Mich 
T.  F.  Thornton,  president.  ' 

Struthers  Wells  Corp.,  1003  Pennsylvania  Avenue,  Warren,  Pa.,  J.  T.  Dillon  Jr 
president.  '       ' 

Superior  Steel  Corp..  Grant  Building,  Pittsburgh,  Pa.,  C.  I.  Collins,  president. 
Taylor-Wharton  Iron  &  Steel  Co.,  High  Bridge,  N.  J..  G.  R.  Hanks,  president. 
Tennessee  Coal,  Iron  &  Railroad  Co.,  Brown-Marx  Building,  Birmingham   Ala 
Robert  Gregg,  president.  «»  s        .  -="«., 

TeTre  Huute  Malleable  &  Manufacturing  Corp.,  2030  North  Nineteenth  Street 

Terre  Haute,  Ind.,  H.  L.  Arnold,  president. 
The  Timken  Roller  Bearing  Co.,  Canton,  Ohio,  W.  E.  Umstattd,  president 
Transue  &  Williams  SteelForging  Corp..  Alliance  Ohio,  J.  R.  Gorman,  president. 
Umon  Wire  Rope  Corp.,  Twenty-first  and  Manchester  Avenue,  Kansas  City,  Mo 

M.  G.  Ensinger,  president.  '' 

Umted  Engineering  &  Foundry  Co.,  First  National  Bank  Building,  Pittsburgh.  Pa 

K.  C.  Gardner,  president.  &  .    «.. 

]^r^l^J  Iw^^^^.'P^  ^  ^^"Si^S'  ^^^  B"ri«ngton,  N.  J.,  N.  F.  S.  Russell,  president. 
United  States  Steel  Corp.,  71  Broadway.  New  York.  N.  Y.,  B.  F.  Fairless  president 
Universal-Cyclops  Steel  Corp..  BridgeviUe,  Pa..  W.  H.  Baker.  Sent  '^^°^- 
Valley  Mould  &  Iron  Corp.,  Hubbard,  Ohio.  W.  H.  Ramage.  president 

\  an  Dorn  Iron  Works  Co..  2685  Seventy-ninth  Street,  Cleveland,  Ohio,  N.  T  Jones 
president.  »  .   ^   a.  uvfHcro, 

Vanadium-Alloys  Steel  Co..  Latrobe,  Pa.,  Floyd  Rose,  president. 
Vulcan  Detmning  Co.,  Sewaren,  N.  J.,  W.  J.  Buttfield,  president. 

wffril-^^"°^'l?  ^t^  ^""'"P"  Phillipsburg,  N.  J.,  L.  R.  Dohm,  president. 
West  Michigan  Steel  Foundry  Co..  Mijskegon,  Mich.,  O.  A.  Sevforth   nresident 
Western  Pipe  &  Steel  Co.  of  Californil,  2W  Bush  StVeet.  SanTancisK 
L.  N.  Slater,  president.  ' 

^arlanHrSTent'^''""''"^  ^'""'  ^'''^-  ^"''^'"^'  '^'^^^'°^'  ^-  ^^-  ^-  ^^ 
Witherbee  Sherman  Corp.,  Port  Henry,  N.  Y.,  Gerard  Bradford,  president. 
Woodward  Iron  Co.,  Woodward,  Ala.,  H.  A.  Berg,  president. 

Frank^SeTpSen^"^"*^  '^"   ^^^'"^^"^^^  ^^''^'^^^  Youngstown,  Ohio. 
PAYMENT  OF  TAXES  ON  LEASED  FEDERAL  PROPERTY  DISCUSSED 

Senator  Revercomb.  Did  I  understand  you  to  say  some  18  companies 
expressed  an  interest  ?  ^  t- 

Mr.  Husbands.  Yes,  sir. 

Mr.  BoRCHARDT.  Mayop  LaGuardia,  testifying  before  the  Mead 
committee  the  other  day,  raised  a  question  which  I  thought  might  be 
discussed  here.  ^ 

In  the  case  of  leasing  a  Federal  property  to  private  operators,  how 
about  the  payment  of  local  taxes  on  real  property  and  personal  prop- 
^  T^     Would  you  care  to  comment  on  that  proposition  ? 

Mr.  Husbands.  So  long  as  the  property  is  owned  by  the  RFC  the 
real  property  is  taxable  and  the  personal  property  is  not  taxable 

Our  leases  generally  run  so  that  the  operator  shall  pay  the  taxes  in 
addition  to  the  rental  which  he  pays  for  the  plant. 

Mr.  BoRCHARDT.  How  about  plants  which  are  not  owned  by  RFC 
but  are^wned  by  the  Army  or  Navy  and  are  declared  surplus  to  you  ? 

Mr.  Husbands.  We  only  had  one  case  of  that,  and  I  recall  that  that 


was  leased  to  General  Motors  and  the  lease  there  was  that  they  would 
pay  a  half  million  dollars  a  year,  plus  an  amount  that  would  equal  the 

taxes. 

Now,  I  don't  know  what  arrangement  was  made. 

Mr.  BoRCHARDT.  Paid  to  whom? 

Mr.  Husbands.' Paid  to  the  Army. 

Mr.  BoRCHARDT.  The  proposition  which  Mayor  LaGuardia  was  in- 
terested in  was  this :  From  what  source  are  the  communities  going  to 
collect  their  revenue? 

Mr.  Husbands.  That  question  is  worrying  us  now.  .    .    ,      , 

As  far  as  we  are  concerned  in  the  RFC,  we  are  not  worried  about 
it,  but  when  we  get  an  Army  plant  declared  surplus  to  us  we  have 
the  question  of  what  shall  be  done  about  local  taxes. 

As  I  understand  it,  the  Federal  Government  cannot  pay  local  taxes 
under  those  situations.  Therefore,  should  not  the  Federal  Government 
collect  from  a  lessee  an  amount  which  would  equal  Federal  taxes  to 
put  him  on  a  parity  with  a  man  who  leases  from  the  RFC? 

Mr.  BoRCHARixr.  The  suggestion  was  made  in  the  course  of  the  Mead 
committee  hearings,  to  insert  in  the  leases  provisions  compelling  the 
lessee  to  pay  an  amount  equal  to  taxes  which  would  otherwise  be  paid 
for  the  purpose  of  passing  that  amount  on  to  the  community  or  State. 
Do  you  think  that  kind  of  provision  would  be  effective  ? 

Mr.  Husbands.  I  don't  know  whether  that  would  be  legal.  That 
is  a  problem  before  the  RFC  today . 

Senator  Wherry.  In  our  State  we  have  a  similar  lessee  and  it  is 
optional  whether  they  pay  or  don't.  Legally  they  are  not  bound. 
Is  that  about  your  opinion  ? 

Mr.  Husbands.  I  have  the  impression,  Senator,  that  we  could  not 
legally  pay  that  money  on  an  Army-owned  plant.  It  may  be  that 
what  Mr.  Borchardt  says  is  practical,  that  we  could  require  a  lessee  to 
pay  an  amount  to  the  community.     I  do  not  know. 

Senator  Stewart.  I  am  interested  in  pursuing  the  matter  you  men- 
tioned about  the  plant  in  Birmingham.    Is  that  the  multiple  tenancy 
idea  we  have  discussed  ? 
Mr.  Husbands.  Yes,  sir. 
Senator  Stewart.  How  many  different  tenants  would  be  in  that 

plant?  . 

Mr.  Husbands.  As  I  recall  there  are  about  20  or  25  in  there.  It  is 
a  large  airplane  modification  center. 

Senator  Stewart.  They  will  go  through  the  complete  process  of 
manufacturing  everything  from  the  handling  of  the  ore  on  to  the 

finished  product? 

Mr.  Husbands.  That  is  not  an  aluminum  plant.  That  is  an  air- 
plane modification  plant. 

Senator  Stewart.  Where  is  it  you  are  trying  that  on  an  aluminum 

plant  ? 

Mr.  Husbands.  At  Cannonsburg,  Pa.,  but  the  lessee  is  not  going  to 
make  aluminum  products,  but  merely  manufacture  in  an  aluminum 
forging  plant.    We  have  had  no  interest  expressed  by  aluminum 

operators. 

Senator  Stewart.  The  Government  would  purchase  it  for  stock 
piling  unless  it  could  be  sold  on  the  general  market  ? 
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Mr.  Husbands.  You  mean  in  connection  with  the  Reynolds  offer 
and  this  offer  I  have  here  ? 

Senator  Stewart.  No  ;  at  the  plant  in  Pennsylvania. 

Mr.  Husbands.  No.  You  understand  the  lessees  there  do  not  pro- 
pose to  make  aluminum  products.  We  are  merely  dividing  the  plant 
up  into  small  compartments  and  leasing  them  to  a  number  of  small 
manufacturers  who  manufacture  various  things. 

Senator  Stewart.  Other  things  ? 

Mr.  Husbands.  Yes;  other  things. 

Senator  O'Mahoney.  Mr.  Harvey,  did  you  want  to  ask  a  question  ? 

Mr.  Harvey.  I  want  to  bring  up  the  question  of  taxes. 

In  the  city  of  Los  Angeles  there  is  an  extrusion  plant  which  the  city 
has  assessea,  as  a  part  of  the  basis  of  taxation,  the  cost  of  the  founda- 
tion and  installation  costs  of  the  machinery  as  part  of  the  legal  prop- 
erty cost,  and  the  cost  to  the  lessee  who  is  obligated  to  pay  under  the 
lease,  is  an  exorbitant  tax,  $136,000.  That  is  one  of  the  reasons  that 
the  original  lessee  gave  for  not  exercising  his  option  for  the  purchase 
of  the  property. 

It  raises  the  question  as  to  the  method  of  assessment,  whether  or 
not  to  use  the  net  building  cost,  whether  or  not  you  would  create  a 
liability  on  the  part  of  a  new  owner  or  lessee,  and  whether  or  not  the 
taxing  body  would  base  its  assessment  on  the  original  cost  to  the  Gov- 
ernment, or  the  new  appraised  cost. 

For  example,  the  plant  I  am  interested  in,  if  it  were  assessed  at  the 
cost  to  the  Government,  would  be  impossible  for  me  to  operate. 

Senator  Eevercomb.  That  would  largely  be  a  matter  of  State  policy 
as  a  State  tax  ? 

Mr.  Harvey.  Yes;  but  the  Federal  Government,  by  writing  it  into 
their  lease,  crea:tes  a  third-party  liability  to  the  taxing  authorities 
within  the  local  area. 

Senator  Kevercomb.  I  don't  believe  the  Federal  Government  by 
putting  anything  in  a  lease  can  change  the  State  tax  law,  or  the  basis 
of  State  taxes. 

Mr.  Harvey.  I  merely  point  out  that  that  is  an  important  consider- 
ation in  the  operation  of  these  plants. 

Mr.  Troy.  The  thought  occurred  to  me  that  the  KFC  had  no  right 
to  write  a  lease  whereby  the  Government  sustained  a  loss. 
Under  what  right  do  they  do  that  ? 

Senator  O'Mahoney.  That  was  a  war  right  under  the  power  granted 
to  the  EFC.  We  are  now  talking  about  peacetime  and  the  question 
that  is  presented  to  us  now  might  be  boiled  down  to  this  simple  ques- 
tion :  What  is  it  worth  to  the  Government  of  the  United  States  to 
reestablish  a  competitive  economy  in  aluminum? 
Mr.  Caskie.  May  I  ask  a  question  ? 

Mr.  Husbands,  I  know  you  desire  to  recover  as  much  of  this  money 
that  has  been  spent  by  the  Government  for  these  aluminum  plants  as 
possible ;  is  that  correct  ? 
Mr.  Husbands.  Always. 

Mr.  CASKifi.  I  have  found  you  that  way  in  dealing  with  you  in  the 
past.    Now,  let  me  ask  this : 

There  has  accumulated  a  certain  depreciation  on  these  plants  up  to 
the  present  time.  The  KFC  has  been  paid  that  depreciation.  Am  I 
correct  about  that  ? 


Mr.  Husbands.  Yes,  sir.  •  j    4.1,  * 

Mr.  Caskie.  The  proposal  made  by  Reynolds  would  provide  that 
you  would  continue  to  receive  ^  percent  a  year  ? 

Mr.  Husbands.  If  you  earned  it;  yes.  ^    4:  -.o 

Mr.  Caskie.  Well,  if  we  didn't  earn  it  wouldn't  we  pay  part  of  it  i 
Wouldn't  we  pay  15  percent? 

Mr.  Husbands.  Yes.  '  .  i     i^i     j  • 

Mr.  Caskie.  Assuming  we  are  at  least  going  to  make  the  deprecia- 
tion, and  if  we  don't  we  are  sunk  and  you  are,  too,  you  would  continue 
to  get  your  5  percent  over  a  period  of  5  years  which  would  be  2o  per- 
cent in  addition  to  the  depreciation  you  already  received? 

Mr.  Husbands.  That  is  assuming  no  loss  m  operation. 

Mr.  Caskie.  If  there  is  any  loss  in  operation— and  I  am  assuming 
no  loss— we  are  going  to  pay  15  percent  of  it  ? 

Mr.  Husbands.  Let's  assume  there  is  no  loss  m  operation  and  you 
eliminate  that  requirement  from  the  contract. 

Mr.  Caskie.  What  requirement? 

Mr.  Husbands.  That  we  guarantee  you  against  loss. 

Mr.  Caskie.  We  haven't  asked  you  to  guarantee  us  against  loss.  We 
are  willing  to  assume  15  percent  of  your  loss. 

Senator  O'Mahoney.  Let  me  suggest  that  this  is  a  very  interestmg 

Mr.  Caskie.  I  want  to  answer  Senator  Revercomb's  question.  He 
wanted  to  know  why  we  deducted  depreciation,  and  I  wanted  to  follow 
out  on  that  with  Mr.  Husbands.  . 

Senator  O'Mahoney.  I  was  about  to  say  it  is  a  stimulating  discus- 
sion, and  it  may  not  be  that  the  Government  can  carry  on  its  trading  in 

public  here.  ,.,,,.       , '       .i  i,x 

Senator  Wherry.  May  I  add  that  I  think  that  is  where  they  ought 

to  do  their  trading,  right  out  in  public.  ^       .       ^-n  .1,  i. 

Senator  O'Mahoney.  When  you  consider.  Senator  Wherry,  that 

there  are  a  lot  of  businessmen  who  are  not  in  this  busniess  for  purposes 

of  philanthropy,  I  think  the  Government  interest  or  the  public  interest 

may  very  well  be  worthy  of  a  little  conservation  even  by  Members  of 

the  Senate.  * 

Mr.  Husbands.  I  appreciate  those  kind  words. 

Mr.  Caskie.  You  had  taken  depreciation  up  to  the  present  time 
on  these  plans  over  the  last  3  or  4  years,  say  4  years.  You  have  taken 
thus  far  20  percent  of  the  depreciation.  ,.       ^ 

Mr.  Husband^.  They  have  operated  about  21/2  years,  according  to 

Mr.  Caskie.  Whatever  it  may  be,  you  have  taken  121/2  percent? 
Mr.  Husbands.  Yes,  sir. 

REYNOLDS  OFFER  NEVER  ACCEPTED  OR  REJECTED — ITS  TERMS  DISCUSSED 

Mr.  Caskie.  If  you  entered  into  the  agreement  which  I  understand 
now  you  say  you  have  rejected,  which  is  news  to  the  Reynolds  Metals 
Co.  as  we  thought  we  were  negotiating  with  you  on  this  proposition  as 
late  as  last  Friday— but  be  that  as  it  may,  if  you  had  entered  into  a 
lease  with  Reynolds  for  the  next  5  years,  you  would  have  gotten  25 
percent  more  depreciation.  Now,  add  that  to  your  I21/2  and  you  get 
371/2  percent  depreciation.  In  other  words,  you  recover  371/2  percent 
of  your  investment  in  these  plants. 
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Mr.  Husbands.  I  want  to  call  your  attention— and  I  don't  want  to 
enter  into  a  controversy  here— to  the  fact  your  5  percent  is  not  predi- 
cated on  the  original  cost  of  the  plant  but  on  the  depreciated  value 
of  the  plant  to  $60,000,000.    I  think  it  cost  $90,000,000. 

Mr.  Caskie.  Whatever  the  basis  was,  I  think  you  have  conceded 
that  plants  cost  during  wartime  very  much  more  than  they  would  cost 
in  normal  times.    Am  I  correct  about  that? 

Mr.  Husbands.  I  think  that  is  true. 

Mr.  Caskie.  Reynolds  didn't  ask  for  any  allowance  other  than  the 
proposal  in  that  connection,  did  they  ?  What  I  am  trying  to  find  out 
is  why  did  you  reject  Reynolds'  proposal? 

Senator  O'Mahoney.  That  is  an  irrelevant  matter  at  the  moment. 
Pardon  me,  Mr.  Caskie,  but  the  opportunity  will  be  given  to  Reynolds 
to  testify  later  on.  I  am  forced  to  call  this  particular  phase  of  the 
hearing  to  a  conclusion  now  because  members  of  the  committee  have 
some  other  obligations  that  they  have  to  meet.  I  think  that  Mr.  Hus- 
bands has  completed  the  statement  he  intended  to  make. 

General  Sorensen  is  here  from  the  War  Department  and  I  think 
has  a  simple  and  brief  presentation  to  make  from  the  point  of  view 
of  the  War  Department. 

Senator  Maybank.  I  would  like  to  say  one  thing  first.  I  never 
understood  Mr.  Husbands  to  say  that  Reynolds  Metals'  offer  had  been 
completely  rejected.  I  understood  him  to  say  that  it  had  not  been 
accepted  as  it  was.  I  would  like  to  know  whether  I  understood  cor- 
rectly. 

Mr.  Husbands.  That  is  correct.  I  think  I  used  the  words  "I  would 
not  recommend  it."  Frankly,  I  never  told  Reynolds  I  would  recom- 
mend it. 

Senator  Maybank.  You  never  said  it  was  out.  I  understood  you 
just  hadn't  accepted  it  as  it  was. 

Mr.  Husbands.  That  is  right. 

Senator  McClellan.  Mr.  Husbands,  as  I  understood  you  a  while 
ago,  if  the  Congi-ess  does  not  take  some  affirmative  action  indicating 
ite  rejection  of  the  policy  proposed  to  be  pursued  in  this  report,  and 
if  that  action  is  not  taken  by  Congress  by  the  21st,  you  would  feel 
that  the  Congress  had  acquiesced  in  this  program  and  the  policies 
announced,  and  you  would  feel  free  to  enter  into  contracts  such  as 
proposed  by  the  Reynolds  Metals  Co. ;  is  that  correct  ? 

Mr.  Husbands.  I  think  I  would  be  able  to  answer  that,  Senator, 
by  saying  we  would  look  to  the  Surplus  Property  Board  for  guidance 
on  that.  They  formulate  the  policies;  we  are  the  "man  behind  the 
counter,"  so  to  speak.    We  do  the  trading. 

What  we  would  do,  if  we  had  the  right  to  do  this,  and  the  Surplus 
Board  will  direct  us  to  do,  is  negotiate  further  with  Reynolds  or 
anyone  else  to  get  the  best  proposition  we  can. 

Senator  McClellan.  Is  there  anyone  here  from  Surplus  Propertv^ 

Mr.  Husbands.  Mr.  Moment,  I  think,  is  here. 

Mr.  Moment.  I  could  not  answer  that  question,  Senator,  because 
that  IS  a  problem  which  Mr.  Symington  would  personally  have  to 
pass  upon. 

Senator  McClellan.  Wliat  I  am  trying  to  determine  is  that  if 
Congress  takes  no  action  to  reject  the  proposed  policy  set  forth  in  the 
report,  or  to  extend  the  time  for  further  consideration  before  the  21st, 


when  the  time  expires,  whether  you  interpret  the  law  and  its  provision 
here  that  we  are  pursuing  as  giving  you  absolute  authority  to  negotiate 
contracts  on  the  basis  of  the  proposal  submitted  by  Reynolds  which 
would  definitely  involve  a  subsidy  to  some  extent.  That  is  what  I 
am  trying  to  determine,  whether  we  are  just  about  to  let  the  door 
flose  here  on  the  21st  against  us  so  that  Congress  could  not  prohibit 
or  take  action  to  prevent  entering  into  a  general  subsidy  program 
in  the  disposal  of  these  plants.  That  is  what  I  want  to  determine, 
whether  we  are  about  to  let  the  door  swing  to  on  the  21st. 

Mr.  Moment.  I  would  suggest  that  since  Mr.  Symingtoji  will  be 
here  again,  o^  his  counsel,  that  that  question  be  brought  before  him  by 
the  end  of  these  hearings. 

Senator  McClellan.  I  think  it  is  important  for  us  to  know  that 
and  determine  what  we  are  doing. 

I  would  like  to  ask  one  or  two  more  questions  of  Mr.  Husbands.  I 
would  like  to  ascertain  just  what  occurred  between  your  agency  or 
the  disposal  agency  of  Surplus  Products  and  Alcoa  immediately  pre- 
ceding the  cancellation  letter  on  these  plants.  Was  there  any  dis- 
cussion about  it  previously  whereby  you  undertook  to  make  any 
arrangements  for  the  interim  operation  of  the  plants  ? 

still  possible  for  ALCOA  TO  TAKE  TEMPORARY  CONTRACT 

Mr.  Husbands.  I  might  state  this.  Senator,  that  I  have  a  memo- 
randum in  my  office  of  a  conversation  I  had  with  Mr.  Arthur  Davis 
and  Mr.  Wilson  in  July,  in  which  I  stated,  in  substance,  that  we  had 
some  people  interested  in  these  plants  and  asked  them  if  they  would 
voluntarily  give  up  their  leases  so  that  we  could  negotiate  with  these 
people.  You  understand  we  have  been  talking  to  various  people  now 
for  6  or  8  months,  and  there  was  always  hanging  over  the  situation  the 
fact  that  Alcoa  still  had  the  contract."   It  was  a  futile  sort  of  thing. 

I  also  asked  Mr.  Davis  whether  Alcoa  would  be  willing  to  impart 
the  know-how  which  they  had,  because  that  seemed  to  be  the  stumbling 
block,  particularly  on  alumina. 

Senator  McClellan.  That  is  their  secret  in  trade? 

Mr.  Husbands.  That  is  right. 

Senator  McClellan.  And  it  belongs  to  them  ? 

Mr.  Husbands.  I  don't  blame  them  at  all.  I  asked  them,  for  there 
was  no  harm  in  that.  Mr.  Davis'  reply  was  that  they  did  not  feel 
disposed  to  give  up  the  plants  under  their  lease,  and  they  would  not 
impart  the  know-how  to  anyone  else,  because  that  represented  long 
years  of  experience. 

Senator  O'Mahoney.  But  it  is  still  possible,  is  it  not,  for  Alcoa  to 

take  a  temporary  contract? 

Air.  H^usBANDS.  Yes  sir. 

Senator  O'Mahoney.  And  Alcoa,  by  taking  a  temporary  contract, 
can  prevent  these  plants  from  closing  on  November  1  ? 

Mr.  Husbands.  They  have  been  closed,  Senator,  but  they  would 
be  able  to  reopen  them  and  continue  operations ;  yes,  sir. 

Senator  Revercomb.  Mr.  Chairman,  may  I  ask  at  ^his  time  that  Mr. 
Symington  be  requested  to  be  here  to  answer  the  question  of  Senator 

McClellan  ? 
Senator  O'Mahoney.  Certainly. 
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Senator  McClelland.  Here  is  what  has  occurred.  Not  only  are  the 
folks  who  were  working  at  the  alumina  and  aluminum  plants  out  of 
employment,  but  this  thing  has  repercussions  further  back  in  the 
gas  industry  on  these  other  people  who  are  out  of  work  because  of  it. 
I  think  there  was  a  real  obligation  on  the  part  of  this  Government 
and  possibly  on  the  part  of  Alcoa,  to  the  people  down  there  to  keep 
these  plants  operating.  I  think  there  has  been  a  complete  failure 
somewhere  on  the  part  of  someone  to  do  it. 

Now,  you  say  that  Alcoa  wouldn't  come  back  after  you  sent  this 
letter  and  gave  them  60  days'  operation  opportunity,  and  that  is  just 
what  it  amounted  to  if  you  canceled  in  60  days,  and  Alcoa  took  the 
position  that  you  didn't  want  them  to  have  it  anyhow.  Both  of  you 
just  went  apart,  and  the  result  is  we  have  had  this  impact  on  us  of 
unemployment  with  these  plants  closing. 

What  I  want  to  ask  is  where  the  fault  lies  that  some  real,  sincere 
and  genuine  effort  wasn't  made  to  keep  these  plants  in  operation? 

Mr.  Husbands.  I  think  the  answer  is  that  after  my  conference  with 
Mr.  Davis  there  were  a  number  of  conferences  with  the  Surplus  Prop- 
erty people.  They  took  it  that  it  was  their  obligation  to  see  that  these 
plants  were  put  into  the  hands  of  private  people,  other  than  Alcoa,  and 
at  their  request  we  canceled  the  contracts.  I  was  not  present  when  the 
conferences  was  held  between  Mr.  Symington,  his  counsel,  and  Mr. 
Davis  and  his  counsel.  Mr.  Goodloe,  our  general  counsel,  was  present 
at  one  conference  with  the  counsel,  I  understand,  for  Alcoa.  Mr.  Good- 
loe stated  this  morning  that  after  the  conference  they  discussed  the 
possibility  of  Alcoa  having  a  long  temporary  period,  I  think  120  days, 
or  even  6  months  or  a  year.  Counsel  for  Mr.  Davis,  I  think,  stated 
he  didn't  understand  that  they  had  talked  about  a  year,  but  only  120 
days. 

Senator  McClellan.  That  very  conference  took  place  here  this 
morning,  and  what  little  information  I  have  been  able  to  get  about 
it  clearly  indicates  to  me  that  this  matter,  having  the  importance  and 
significance  it  does,  was  not  given  any  consideration  by  the  Govern- 
ment in  a  sincere  effort  to  try  to  keep  the  plants  in  operation,  but  that 
you  are  more  interested  in  getting  them  out  of  business  and  canceling 
the  lease  than  in  getting  some  basis  where  they  would  continue  in 
operation  and  continue  in  employment. 

PURPOSE  OF  TERMINATION  NOTICE  TO  ALCOA  FURTHER  EXPLAINED 

Mr.  GooDLOE.  I  think  there  is  a  good  deal  of  misunderstanding 
about  what  is  the  nature  and  purpose  of  the  notice  of  termination  given 
to  the  AJcoa  lease  on  August  30. 

The  purpose  was  to  get  a  permanent  60-day  cancellation  in  the 
lease,  but  otherwise  to  leave  the  lease  in  full  force  and  effect.  That 
is  made  perfectly  clear  by  the  following  paragraph  of  the  notice  of 
termination  itself : 

Notwithstanding  this  notice  of  .termination  and  in  order  to  assist  in  provid- 
ing continued  employment  for  aluminum  workers  until  arrangements  are  made 
the  disposition  of  these  plants  in  accordance  with  the  Surplus  Property  Act 
of  1944,  offer  is  hereby  made  to  Alcoa  to  permit  Alcoa  to  continue  to  lease  any 
or  all  the  plants  affected  by  this  notice  for  a  period  of  1  year  commencing  Sep- 
tember 1,  1945,  and  ending  August  31,  1946,  on  the  same  terms  and  conditions 
as  set  forth  in  the  agreement  of  lease  as  supplemented,  except  for  the  provision 
of  paragraph  13 — 


which  is  the  termination  and  the  40  percent  formula— 
reearding  regulation  of  production  shall  be  waived  in  the  entire  and  deemed 
[o  be  of  no  tother  force  or  effect;  and  in  lieu  thereof  either  party  by  gmng 
60  days'  written  notice,  may  terminate  the  lease  with  respect  to  plant  or  plants 
on  which  this  offer  if  accepted  any  time  during  such  year. 

In  other  words,  under  our  view  of  the  interpretation  of  the  Alcoa 
lease  and  the  application  of  the  40  percent  formula,  they  have  b^n 
operating  under  the  lease  subject  to  a  60-day  cancellation  clause  for 
several  months  before  the  notice  was  given. 

I  do  not  mean  to  imply  by  that  they  ever  agreed  with  our  interpre- 
tation of  the  contract  and  formula,  but  assuming  our  interpretation 
was  correct,  they  had  been  subject  to  60-day  notice  of  cancellation 

for  some  time.  ^  .  t..-     i-i      n       i.i,  4.4.1,^ 

Senator  O'Mahoney.  It  is  only  fair  to  state,  Mr.  Goodloe,  that  the 
Surplus  Property  Board,  the  Defense  Plant  Corporation,  or  the  Kb  O 
were  operating  under  an  express  statute  passed  by  Congress,  a  fact 
which  was  recognized  in  this  notice  of  termination,  because  you  say 
there : 

Notwithstanding  this  notice  of  termination  and  in  order  to  assist  in  providing 
employment  for  aluminum  workers  until  arrangements  are  made  for  the  dis- 
position of  these  plans  in  accordance  with  the  Surplus  Property  Act  of 
1944    *     *     ♦. 

I  was  just  reading  it  again  for  emphasis.  You  had  your  orders 
from  Congress,  so  you  are  not  to  be  condemned,  it  strikes  me,  for 
attempting  to  carry  out  a  policy  which  was  laid  down  by  Congress. 

Mr.  GooDLOE.  All  we  wanted  to  do  with  get  a  cancellation  notice,  and 
as  Mr.  Cox  testified  this  morning,  we  were  certain  that  if  we  gave 
notice  prior  to  September  1  we  could  cancel  on  60  days'  notice.  We 
were  by  no  means  sure  that  if  we  did  not  give  the  notice  prior  to  that 
date,  we  should  ever  again  exercise  the  right,  so  we  asked  not  for  a 
termination  of  the  leas©  but  an  amendment  to  provide  for  a  60-day 
right  of  termination  by  either  party. 

The  notice  of  termination  was  accompanied  by  a  letter  written  to 
Mr.  Davis,  which  is  very  short. 

Senator  O'Mahoney.  Please  read  it. 

Mr.  GooDLOE.  Yes.     The  letter  reads  as  follows : 

Reconstruction  Finance  Corporation, 

Washington  25,  D.  C,  August  30, 1945. 

Mr.  Arthur  V.  Davis, 

Chairman  of  the  Board, 

Aluminum  Co.  of  America,  Pittsburgh,  Pa. 
Dear  Mr.  Davis:  This  is  to  confirm  the  following  statements  made  orally 
today  when  I  handed  Mr.  Arthur  Hall,  .your  Washington  representative,  an 
executed  duplicate  copy  of  the  enclosed  notice  of  termination  of  RFC's  agree- 
ment of  lease,  dated  August  19, 1941,  with  the  Aluminum  Ck).  of  America  covering 
certain  aluminum  reduction  plants  and  certain  alumina  plants : 

1.  Because  of  the  time  element  we  are  giving  the  notice  of  termination  now 
for  the  purpose  of  protecting  and  preserving  what  we  think  are  our  legal  rights 
under  the  contract, 

2.  We  are  perfectly  willing  and  indeed  are  anxious  to  discuss  the  matter  witn 
you  and  your  attorneys  and  if  possible  to  adjust  the  whole  matter  on  an 

amicable  basis. 

3.  In  the  event  we  can  arrive  at  a  mutually  satisfactory  basis  for  adjusting 
the  matter  or  should  you  convince  us  that  we  are  wrong  in  our  present  position, 
we  will  withdraw  the  notice  of  termination. 
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WWle  I  am  certain  that  Mr.  Hall  will  convey  this  information  to  you  as 
requested,  I  am  taking  the  liberty  of  confirming  it  to  you  directly  because  we 
do  not  want  you  to  feel  that  today's  notice  of  termination  is  being  given  in  a 
spirit  of  antagonism. 

Very  truly  yours, 

(Signed)     John  D.  Goodloe, 

General  Counsel. 

In  the  subsequent  discussion  with  Mr.  Hickman,  at  the  time  he 
delivered  the  acceptance  of  the  Alcoa  to  the  termination,  we  discussed 
whether  or  not  there  was  any  basis  for  their  continuing  on  a  60-,  90-, 
or  120-day  notice,  and  the  statement  was  made  that  they  were  not  even 
offered  as  much  as  1  year. 

I  would  like  to  insert  in  the  record  a  memorandum  which  I  wrote, 
following  that  conference,  approved  by  Mr.  Cox  and  your  directoi^s 
and  included  in  the  minutes. 

Senator  O'Mahoney.  It  may  be  received. 

(The  memorandum  referred  to  reads  as  follows:) 

September  8, 1945. 
memorandum  for  the  directors 

Re  Plancor  226 — Notice  of  termination  of  the  lease  of  certain  aluminum  reduction 
plants  and  alumina  plants — Aluminum  Co.  of  America 

Reference  is  made  to  my  memorandum  of  August  31,  1945,  regarding  the 
captioned  subject. 

At  noon  Thursday,  September  6,  Mr.  Hickman,  one  of  the  attorneys  for  Alcoa, 
whom  I  had  met  for  the  first  time  at  the  Spokane  hearing  on  August  21,  called 
on  the  telephone  to  say  that  he  would  like  to  come  by  the  office  late  that  after- 
noon and  talk  briefly  with  me  in  advance  of  the  meeting  scheduled  for  2 :30  p.  m., 
Friday,  September  7,  between  representatives  of  RFC,  representatives  of  the 
Surplus  Property  Board  and  representatives  of  Alcoa.  I  told  Mr.  Hickman  I 
would  be  glad  to  see  him  but  that  I  would  not  be  in  a  position  to  discuss  with 
him  any  aspects  of  the  matter  except  the  legal  basis  for  the  notice  of  termina- 
tion of  the  lease.  When  Mr.  Hickman  arrived  he  stated  that  he  had  assumed 
that  the  basis  of  the  notice  of  termination  was  that  the  Maspeth,  N.  Y.,  Burlington, 
N.  J.,  and  River  Bank,  Calif.,  plants  having  remained  technically  under  the  lease, 
that  their  productive  capacity  or  a  substantial  part  of  it  had  been  included  in 
our  application  of  the  40  percent  formula  for  the  period  ending  July  31,  1943, 
I  showed  him  the  attached  statement  of  the  production  figures  and  the  analyses 
of  them  which  led  us,  with  the  concurrence  of  counsel  for  the  Surplus  Property 
Board  and  representatives  of  the  Department  of  Justice,  to  the  conclusion  that 
RFC  was  in  a  position  to  terminate  the  lease  by  giving  Alcoa  the  60  days'  notice. 

Mr.  Hi(*man  next  inquired  concerning  what  we  may  have  had  in  mind  in 
regard  to  the  statement  made  in  our  letter  to  Mr.  Arthur  Davis  of  August  30, 
1945,  that  we  were  anxious  to  discuss  the  matter  with  representatives  of  Alcoa 
and  if  possible  to  adjust  the  whole  matter  on  an  amicable  basis.  He  was  in- 
formed that  our  objective  was  solely  to  obtain  an  arrangement  whereby  the  lease 
could  be  terminated  as  to  any  plant  or  plants  upon  60  days'  notice  so  that  we 
would  be  in  a  position  to  entertain  negotiations  for  the  disposition  of  the  plants 
in  accordance  with  the  Surplus  Property  Act  of  1944.  He  was  advised  further 
that  if  Alcoa  would  agree  to  an  amendment  or  supplement  to  the  present  lease 
to  provide  such  a  60-day  termination  notice,  we  were  perfectly  willing  to  with- 
draw the  notice  already  given  for  the  termination  of  the  lease  in  its  entirety  as 
of  midnight  October  31,  1945.  Mr.  Hickman  indicated  that  representatives  of 
Alcoa  would  like  very  much  to  ascertain  before  discussing  the  notice  of  termina- 
tion an  oflacial  and  current  statement  as  to  the  attitude  of  the  Government  in 
regard  to  negotiating  with  Alcoa  for  the  acquisition  of  any  of  the  aluminum 
plants  and  facilities  which  they  had  operated  for  the  account  of  the  Government. 
He  was  advised  that  that  was  a  matter  which  they  should  discuss  with  the  Sur- 
plus Property  Board  and  the  Attorney  General.  Mr.  Hickman  left  saying  that  he 
would  attend  the  meeting  at  2 :  30  on  Friday  but  that  he  did  not  know  whether 
or  not  Messrs.  Davis,  Wilson,  and  other  representatives  of  Alcoa  who  were  in 
town  would  attend  that  meeting. 


Mr.  Hickman  was  the  only  representative  of  Alcoa  that  appeared  at  the  2 :  30 
meeting  on  Friday.  Others  present  were  Hugh  Cox,  Esq.,  general  counsel,  Surplus 
Property  Board,  Robert  Barnard,  his  assistant,  and  Edgar  A.  Stansfield,  assistant 
chief  counsel.  Office  of  Defense  Plants. 

Mr.  Hickman  presented  the  attached  letter  from  the  Aluminum  Co.  of  America 
which  he  stated  represented  Alcoa's  considered  and  final  conclusion  with  respect 
to  the  notice  of  termination.  In  the  discussion  which  followed,  Mr.  Hickman 
stated  that  Alcoa  would  not  be  interested  in  discussing  any  short-time  lease  or 
other  arrangement  for  a  temporary  or  interim  operation  of  the  leased  plants, 
even  on  a  basis  of  termination  by  either  party  on  as  much  as  1  year's  notice.  He 
indicated  further  that  while  it  might  prove  to  be  difficult  for  Alcoa  to  remove  its 
property  and  equipment  from  the  leased  plants  and  be  in  a  position  to  turn  them 
over  to  the  Corporation  as  of  midnight  October  31,  Alcoa  would  make  every  effort 
to  do  so  and  would  not  want  or  accept  any  extension  of  that  date.  It  was  ex- 
plained to  Mr.  Hickman  that  no  difficulty  or  embarrassment  would  result  if 
Alcoa  could  not  complete  the  removal  of  its  property  and  equipment  from  the 
leased  plants  by  midnight  October  31,  1945. 

About  3 :  15  p.  m.,  Friday  afternoon  there  was  delivered  to  Mr.  Hickman  by 
messenger  from  the  Washington  office  of  Alcoa  draft  of  a  press  release  which  he 
stated  Alcoa  was  planning  to  release  immediately  for  the  morning  papers.  He 
allowed  us  to  read  the  proposed  Alcoa  press  release.  Both  Mr.  Cox  and  I  asked 
that  the  release  be  held  in  abeyance  for  at  least  24  hours  in  order  that  each  of 
us  might  report  back  to  our  respective  Boards  but  Mr.  Hickman  insisted  that 
such  would  serve  no  useful  pui-pose  in  that  there  was  no  area  left  for  further 
discussion  of  negotiation  and  that  Alcoa  could  not  afford  to  withhold  the  issuance 
of  its  press  release.  It  was  quite  apparent  that  Mr.  Hickman  was  fearful  that 
the  Government  might  in  the  meantime  issue  its  own  statement  to  the  press 
regarding  termination  of  the  lease.  Finally,  upon  assurance  from  both  Mr.  Cox 
and  me  that  such  was  not  the  purpose  of  the  request  and  that  such  would  not  be 
done  insofar  as  we  were  able  to  control  it,  Mr.  Hickman  indicated  that  the  request 
was  not  unreasonable  and  he  discussed  the  matter  on  the  telephone  with  Mr. 
Arthur  Hall,  assistant  secretary  of  Alcoa.  A  few  minutes  later  Mr.  Hickman, 
after  talking  again  with  Mr.  Hall,  advised  that  Alcoa  would  be  agreeable  to  not 
issuing  its  release  until  11  a.  m.,  Saturday,  September  8,  provided  definite 
assurance  was  given  that  none  of  the  Government  agencies  at  all  would  release 
a  statement  to  the  press  on  the  termination  of  the  Alcoa  lease  for  use  by  the 
press  earlier  than  Monday,  September  10. 

Mr.  Hickman  was  advised  that  such  an  understanding  would  not  be  at  all 
satisfactory  and  he  left.  Following  Mr.  Hickman's  departure  Mr.  Cox  and  I  met 
with  Mr.  Husbands  and  Mr.  Mulligan  in  Mr.  Husbands'  office  and  a  few  minutes 
later  we  were  joined  by  Mr.  W.  Stuart  Symington,  Chairman  of  the  Surplus 
Property  Board,  whom  Mr.  Cox  had  reached  on  the  telephone  and  asked  to  come 
to  Mr.  Husbands'  office  at  once. 

Mr.  Cox  and  I  made  a  full  report  of  the  discussion  with  Mr.  Hickman  following 
which  the  attached  press  release  w^as  drafted  and  issued  by  the  Corporation,  with 
the  approvel  of  Mr.  Symington  and  Mr.  Cox. 

(Signed)     John  D.  Goodloe, 
John  D.  Goodloe, 

Senator  Eevercomb.  May  I  interrupt  just  a  moment  ? 

When  yo^i  speak  of  a  1-year  notice  of  termination,  what  terms  are 
you  goin^  to  make?    What  terms  would  be  continued? 

Mr.  Goodloe.  We  had  a  conference  to  find  out  whether  there  was  any 
area  in  which  there  might  be  further  discussion.  There  was  no  pro- 
position made  whatever.  We  had  no  authority  to  make  an  offer  on 
behalf  of  RFC,  nor  did  Mr.  Hickman,  I  presume,  on  behalf  of  Alcoa. 

Senator  Eevercomb.  The  whole  discussion  here  has  been  concerning 
the  offer  made  to  Alcoa  with  the  idea  of  an  extension  of  1  year  or  a  new 
lease  for  1  year  with  the  60-day  termination.  You  say  you  discussed 
with  the  representative  of  Alcoa  a  60-day  basis,  a  90-day  basis,  a  120- 
day  basis,  and  a  year's  basis  for  notice  of  termination.  Now,  would  you 
have  a  year's  notice  of  termination  in  a  year's  lease  ? 
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Mr.  GooDLOE.  You  could  not.  I  did  mean  to  imply  that  the  discus- 
sion had  reference  to  actual  negotiations  with  reference  to  the  particu- 
lar offer  that  had  been  made.  It  was  whether  or  not  there  was  any 
basis  for  further  discussion  on  a  short-term  basis. 

Senator  O'Mahoney.  This  is  not  a  new  lease  you  are  talking  but  an 
extension  of  an  old  lease  which  would  not  have  terminated,  unless  you 
canceled  it,  until  sometime  in  1948  ? 

Mr.  GooDLOE.  Either  way  it  made  no  difference  whether  it  was  an  ex- 
tension of  an  old  lease  or  a  new  lease  on  the  same  terms  and  conditions. 

Senator  O'Mahoney.  You  were  impelled  by  the  conviction,  as  a 
lawyer,  that  unless  a  cancellation  notice  were  given,  you  would  not 
have  an  opportunity  again  to  cancel  the  lease  which  might  otherwise 
then  have  run  until  1948  ? 

PURPOSE  OF  NOTICE  WAS  NOT  TO  TERMINATE  LEASE  BUT  MAKE  POSSIBLE 

FURTHER  NEGOTIATION 

Mr.  GooDLOE.  That  is  correct.  In  other  words,  what  I  am  trying  to 
get  across  is  that  the  purpose,  as  I  understand  it,  of  the  notice  of 
termination  was  not  to  terminate  the  lease  but  to  get  a  60-day  can- 
cellation provision  in  the  lease  so  that  we  would  be  in  a  position  to 
negotiate  under  the  Surplus  Property  Act. 

Senator  O'Mahoney.  In  other  words,  your  right  to  cancel  was  run- 
ning out,  as  you  saw  it.  VJ-day  had  come,  and  you  were  uncertain  as 
to  how  long  it  would  be  proper  to  continue  the  manufacture  of  alumi- 
num, and  you  didn't  want  to  close  the  plants.  You  wanted  to  keep 
them  working.  In  order  to  save  the  right  of  the  Government  to  cancel 
these  leases  you  wrote  this  letter,  in  which  you  stated  that  you  were 
anxious  to  negotiate  a  satisfactory  basis  with  Alcoa  to  keep  the  plants 
running. 

Mr.  GooDLOE.  Precisely.  I  might  say  that  we  endeavored  to  get 
them  to  agree  to  accept  the  60-day  cancellation  clause,  making  the 
statement  that  we  were  reasonably  s\ire  the  notice  could  not  be  given 
until  such  time  as  a  deal  had  been  worked  out  for  disposition  under  the 
Surplus  Property  Act. 

Senator  Revercomb.  I  am  very  much  interested  in  the  summary  of 
your  statement  made  by  the  able  chairman,  which,  for  a  question,  was 
just  a  little  leading. 

Senator  O'Mahoney.  Leading  in  the  right  way,  I  might  say. 

Senator  Revercomb.  When  we  talk  about  VJ-day  having  come  and 
talk  about  your  losing  your  right  to  give  notice  under  the  lease,  that 
right  to  give  notice  continued  as  long  as  they  were  below  40-percent 
production  in  those  plants  ? 

Mr.  GooDLOE.  For  a  6  months'  period  on  the  average. 

Senator  Revercomb.  VJ-day  had  not  come,  and  yet  it  was  not  rea- 
sonable to  think  that  in  the  future  there  would  be  a  demand  for  more 
aluminum.  Before  VJ-day  it  had  dropped  below  40  percent,  and  it 
certainly  would  have  stayed  below  40  percent  after  VJ-day,  wouldn't  it? 

Mr.  GooDLOE.  There  was  a  discussion  of  that  this  morning.  I  am 
not  prepared  to  discuss  that.  The  whole  basis  for  the  application  of 
the  40-percent  formula,  though,  would  have  changed.  Two  of  the 
plants  that  had  been  subject  to  the  lease  and  as  to  which  the  40-percent 
formula  applied  were  terminated  and  withdrawn  from  the  lease  ef- 


fective midnight  August  31.  These  were,  as  I  recall  it.  Queens  and 
Burlinffton.  The  Riverbank,  Calif.,  plant  was  terminated  and  with- 
drawn from  the  lease  effective  August  31,  so  that  those  plants  would 
be  out  from  the  formula  of  40  percent.  .    -,      v 

Senator  Revercomb.  The  part  I  am  getting  at  is  if  one  may  judge  by 
what  may  happen  in  the  future,  it  was  more  reasonable  to  believe  it 
would  stay  below  40  percent  after  VJ-day  than  it  was  before ;  is  that 

Mr.  Husbands.  I  could  answer  that  this  way :  As  I  stated  a  moment 
affo,  Mr  Davis  told  me  they  were  not  disponed  to  give  up  these  plants. 
That  was  in  July.  Of  course,  they  could  continue  to  operate  Govern- 
ment  plants  and  reduce  operations  in  their  own  plants,  m  order  to  hold 

these  plants.  j  •      ^i,  i.o 

Senator  Revercomb.  Would  they  have  made  more  money  doing  that  ? 

Mr.  Husbands.  I  don't  know.  «     .  ,    • 

Senator  Revercomb.  They  got  their  whole  profit  from  their  own 
plant  and  gave  you  most  of  the  profit  from  the  Government  plants. 
It  is  not  reasonable  to  assume  they  would  do  that,  is  it  ? 

Mr.  Moment.  In  drafting  this  report,  we  were  under  the  distinct 
impression,  as  a  result  of  conferences  between  RFC  and  the  SPB  with 
Alcoa,  that  Alcoa  was  pursuing  the  specific  policy  of  holding  onto  these 
plants  in  order  to  avert  the  prospect  of  some  new  competition  coming  m. 

Senator  Revercomb.  You  got  the  impression  that  was  the  motive? 

Mr.  Moment.  We  got  that  impression  from  the  point  that  Mr.  Hus- 
bands first  made  regarding  his  conversation  with  Mr.  Davis. 

Senator  Revercomb.  That  they  would  close  up  their  own  plants  in 
which  they  received  100  percent  of  the  profit  to  operate  plants  of  the 
Government  when  the  Government  received  85  percent  of  the  profit? 

Mr.  Moment.  That  question  was  not  involved,  because  there  was  no 
expectation  they  would  cut  down  all  of  their  production  following  the 

end  of  the  war. 

Senator  McClellan.  Were  you  under  the  impression,  or  did  you 
proceed  on  the  basis  that  you  could  better  negotiate  the  sale  or  lease 
of  these  plants  to  others  after  you  got  Alcoa  out  of  possession  ?  Do  you 
have  some  information  or  statements  to  that  effect  from  prospective 
purchasers  or  operators  of  the  plant  ? 

Mr.  Husbands.  I  think  I  can  answer  your  question  this  way,  Sena- 
tor. We  are  conducting  lots  of  negotiations  on  plants.  We  find  that 
where  a  plant  is  in  operation  and  the  closing  down  of  the  plant  is  in- 
definite, it  is  almost  impossible  to  get  a  definite  proposition  out  of  the 
proposed  purchaser  or  lessee  because  he  wants  to  know  when  he  can 
get  the  plant.  Prior  to  the  cancellation  of  the  contract,  the  date  as  of 
which  any  proposed  lessee  could  get  a  plant  was  very  indefinite  because 
Alcoa's  firm  contract  would  not  expire  until  1947  in  one  instance  and 
1948  in  the  other.  Therefore,  we  were  disposed  to  say,  in  talking  to 
lessees,  "We  don't  know  when  you  can  get  this  plant."  Therefore, 
they  would  not  get  right  down  to  brass  tacks  and  make  a  proposition. 

Senator  Revercomb.  Is  it  not  true  that  some  of  those  who  have  since 
made  a  proposition  told  you  they  would  not  submit  one  until  you  got 
Alcoa  out  ? 

Mr.  Husbands.  No  ;  I  never  had  that  statement  made  to  me  by  any- 
one, sir. 
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Senator  Reveboomb.  I  thought  I  understood  you  to  gay  that  in  an- 
other case  ? 

Mr.  Husbands.  No,  sir. 

Senator  Re;vercomb.  I  got  the  impression  that  in  your  efforts  to  ne- 
gotiate prior  to  the  time  you  gave  this  notice  of  cancellation,  you  ran 
into  trouble. 

Mr.  Husbands.  I  think  that  is  true.  Senator,  that  most  anybody 
would  not  make  their  final  play  on  a  lease  until  they  knew  they  could 
get  the  plant. 

Senator  Revercomb.  Tlien,  I  have  this  in  mind :  It  did  impress  me 
that  one  would  be  more  interested  in  securing  possession  of  a  plant  that 
was  in  a  going  operating  condition  than  they  would  if  it  had  been 
completely  closed  down  and  had  to  stand  by  for  quite  a  long  time. 

Mr.  Husbands.  That  is  true. 

Senator  Revercomb.  I  thought,  and  have  been  thinking,  in  terms 
of  these  plants  which  are  worth  more  to  the  Government  in  bargaining 
power  for  lease  or  sale  if  they  had  been  kept  operating,  and  that  the 
Government  now  is  possibly  sustaining  a  loss  not  only  in  the  expense 
and  cost  of  keeping  them  up  in  a  stand-by  position,  but  also  in  the  fact 
that  you  have  let  them  close  down  and  will  have  to  reassemble  labor, 
manpower,  and  make  all  the  arrangements,  which  has  put  you  at  a 
considerable  disadvantage  in  negotiating  the  sale  or  lease  of  them. 

PLANTS  MUCH  MORE  VALUABLE  AS  GOING  CONCERNS 

Mr.  Husbands.  I  agree  with  you  that  the  plants  are  much  more 
valuable  as  going  concerns,  because  once  you  close  a  pot  line  down  it 
costs  between  $30,000  and  $35,000  to  reopen  it.  That  was  the  purpose 
in  this  correspondence  with  Alcoa,  to  continue  to  run  the  plants  so  we 
could  pass  them  out  as  going  concerns. 

Senator  Re\t:rcomb.  In  that  connection,  let  me  ask  you  as  a  busi- 
nessman and  representative  of  the  Government  in  that  capacity  here : 
Some  statement  was  made,  I  believe  by  Mr.  Wilson  today,  or  some- 
one— and  maybe  it  was  off  the  record — that  they  could  not  operate  on 
a  60-day-cancellation  basis,  because  no  one  could  safely  program  that 
size  operation,  with  all  it  involved,  on  a  business  basis  with  a  60-day- 
cancellation  clause  hanging  over  them.    What  do  you  say  about  that? 

Mr.  Husbands.  I  will  have  to  disagree  to  this  extent.  The  RFC 
has,  since  the  cancellation  agreed  to  buy  all  the  raw  material  on  hand 
that  he  has,  and  all  the  supplies  he  has  on  hand  incident  to  the  opera- 
tion, and  I  think  if  we  could  have  gotten  together  and  talked  about  the 
thing,  Mr.  Wilson  could  have  arranged  to  have  operated  the  plants 
because  we  would  have  been  in  a  position  to  buy  the  raw  materials 
left  and  the  other  things  incident  thereto.  Whether  it  was  a  60-day  or 
90-day  notice,  I  am  not  in  a  position  to  say. 

Senator  Revercomb.  That  is  a  very  short  time  for  an  operation  of 
this  character  ? 

Mr.  Husbands.  I  would  think  so,  yes. 

Mr.  Goldschmidt.  When  you  canceled  the  agreement  with  Alcoa, 
did  they  give  you  any  notice  of  when  they  planned  to  shut  down  ? 

That  agreement  didn't  terminate  until  November  1. 

Mr.  Husbands.  I  think  they  wrote  back  and  stated  that  they  would 
be  ready  to  deliver  the  plant  to  the  RFC  on  the  1st  of  November. 


Mr.  Goldschmidt.  But  they  shut  down  the  plants  immediately; 

isn't  that  right  ? 

Mr.  Husbands.  Yes.  Under  their  contract  with  us  they  have  to 
clear  the  plant  and  have  it  ready  for  delivery  to  us,  so  they  were  within 
their  rights  in  doing  what  they  did. 

Mr.  Goldschmidt.  Did  they  give  any  notice  to  you  when  they  shut 
those  plants  down?  Did  you  have  notice  of  the  fact  they  were  going 
to  shut  them  down  when  they  did  ? 

Mr.  Husbands.  Not  the  exact  day ;  no,  sir. 

Mr.  Goldschmidt.  Because  they  sure  hurried  us  upon  that  shut- 
down, both  in  the  Northwest  and  in  Senator  McClellan's  territory. 

Senator  McClellan.  Did  you  give  them  notice  the  day  before  you 
issued  the  cancellation  that  you  were  going  to  issue  it  the  next  day  ? 

Mr.  Husbands.  I  would  not  know  about  that,  Senator. 

Mr.  Goldschmidt.  The  programing  of  a  shut-down  like  that  is  very 
difficult  for  a  power  operation,  and  we  had  to  meet  that  rather  difficult 
period  without  any  notice  whatsoever. 

Dr.  Anderson.  As  a  matter  of  fact,  at  the  time  you  gave  notice  they 
were  already  in  a  partially  shut-down  position.  Some  of  the  plants 
were  running  two  instead  of  five  pot  lines,  and  generally  speaking  you 
had  a  very  much  depressed  industry  at  that  time.    Wasn't  that  the 

case? 

Mr.  Husbands.  Yes.  As  I  recall  it,  I  think  Arkansas  was  running 
50  percent,  Troutdale  was  running  75  probably,  and  Spokane  had 
about  one  pot  line  idle  out  of  six,  as  I  recall  the  situation. 

Senator  Wherry.  Following  Senator  McClellan's  question  there, 
you  state  now  you  would  buy  the  product,  whatever  it  was,  left  there. 
Did  you  offer  to  do  that  before  they  shut  down  ? 

Mr.  Husbands.  No,  sir. 

Senator  Wherry.  Why  didn't  you  ? 

Mr.  Husbands.  The  question  didn't  arise,  sir. 

Senator  Wherry.  You  analyzed  this  lease  all  down,  and  you  re- 
quired him  to  operate  on  a  60-day  schedule.  That  is  what  it  amounts 
to? 

Mr.  Husbands.  Yes. 

Senator  WhErry.  And  they  told  you  they  couldn't  do  it.  If  they 
couldn't  do  it,  it  seems  to  me  if  you  could  have  assured  them  you 
would  buy  their  output,  you  might  have  kept  those  plants  going  even 
though  you  gave  them  the  notice.  You  could  give  them  notice  you 
were  going  to  terminate,  but  if  you  could  buy  the  products  they  might 
have  operated  until  the  last  day. 

Mr.  Husbands.  You  understand  this,  that  under  our  contract  with 
them  the  RFC  would  stand  all  the  loss,  anyway,  so  if  they  had  closed 
down  and  had  a  loss,  the  RFC  would  have  to  stand  that  loss. 

Senator  Wherry.  What  reason  did  they  give  for  not  continuing? 

Mr.  Husbands.  They  didn't  give  any  reason.  They  merely  said 
that  in  accordance  with  our  letter,  they  were  closing  down  their 
plants,  because  it  would  take  them  60  days  to  clear  out. 

Mr.  Goldschmidt.  It  didn't  take  them  more  than  15  minutes  to  cut 
off  the  power. 

Senator  O'Mahoney.  I  think  we  have  about  covered  this  question  as 
far  as  we  can  this  afternoon. 
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Senator  Wherry.  The  committee  is  very  much  indebted  to  you, 
Mr.  Husbands.  You  have  been  able  to  answer  the  questions  without 
notes,  and  you  seem  to  know  precisely  what  was  done.  I  think  you 
are  to  be  complimented. 

General  Sorensen,  do  you  care  to  go  on  now  ? 

General  Sorensen.  That  will  be  satisfactory. 

Senator  O'Mahoney.  Will  you  proceed  ?  Will  you  give  the  report- 
er your  name  and  the  position  you  hold  with  the  War  Department? 

STATEMENT  OF  BRIG.  GEN.  EDGAR  P.  SORENSEN,  OITICE  OF  THE 

UNDER  SECRETARY  OP  WAR 

General  Sorensen.  Brig.  Gen.  Edgar  P.  Sorensen,  from  the  Office 
of  the  Under  Secretary  of  War,  stating  the  War  Department's  view 
with  respect  to  the  disposition  of  aluminum  producing  plants,  includ- 
ing alumina  plants. 

The  interest  of  the  War  Department  is  based  upon  a  need  for  as- 
surance that  materials  will  be  available  quickly  at  the  time  of  any 
future  emergency. 

Because  of  the  critical  requirement  for  aluminum  for  air  forces,  the 
first  essential  in  defense  of  the  United  States,  any  foreseeable  lack  of 
availability  must  be  avoided.  The  War  Department,  therefore,  be- 
lieves that  any  disposition  made  of  the  Government-owned  alumina 
and  aluminum  plants  should  be  that  their  continued  availability  as 
sources  of  aluminum  production  would  be  assured. 

If  disposal  cannot  be  made  on  such  assurance,  the  War  Department 
urges  that  approximately  450,000,000  pounds  per  annum,  which  is 
approximately  50  percent  of  the  Government-owned  plants,  be  retained 
in  stand-by  condition. 

That  really  states  the  War  Department's  position,  as  far  as  retention 
or  continued  production  is  concerned.  We  are  concerned  with  it  sim- 
ply because  of  the  national  defense  requirement,  which  may  come 
suddenly  or  without  much  time  to  build  it  up. 

Senator  O'Mahoney.  Thank  you  very  much,  General  Sorensen. 

Mr.  Anderson.  I  didn't  hear  all  the  General's  testimony,  but  do  I 
take  it  that  the  War  Department  or  the  Army-Navy  Munitions  Board 
has  not  as  yet  developed  implementation  of  a  stock-piling  program? 

General  Sorensen.  No,  that  is  not  true.  They  have  made  their 
plans  for  stock  piling,  and  because  of  the  better  quality  of  at  least 
some  of  the  imported  bauxite,  the  plan  thus  far  contemplates  stock 
piling  of  a  good  bit  of  bauxite. 

Mr.  Anderson.  For  an  imported  bauxite? 

General  Sorensen.  That  is  right. 

Mr.  Troy.  What  tonnage  ? 

General  Sorensen.  I  don't  know  for  sure  but  I  believe  that  figure  is 
confidential.  I  would  rather  not  quote  it.  It  is  rather  substantial, 
however. 

There  is  also  a  provision  for  a  certain  amount  of  metal,  aluminum 
metal,  in  a  stock  pile.  However,  there  is  a  maximum  stated  rather 
than  a  minimum,  and  I  think  it  is  primarily  to  encourage  the  importa- 
tion of  a  certain  amount  of  good  bauxite  while  we  can. 

Mr.  Troy.  Is  that  figure  also  not  available,  the  stock  pile  of  the 
metal,  itself? 


General  Sorensen.  I  think  that  is  confidential,  too. 

Mr  Anderson.  You  say.  General,  the  figure  on  the  amount  and  the 
type  factor  in  stock  piling,  both  bauxite  and  metal,  could  be  made 
[available  to  the  committee? 

General  Sorensen.  Oh,  yes;  I  am  sure  it  could. 

Mr.  Anderson.  Will  you  see  that  we  get  it? 

General  Sorensen.  Yes,  sir. 

Senator  O'Mahoney.  General,  we  are  very  much  obhged  to  you. 

I  have  here  a  communication  from  Mr.  Henry  J.  Kaiser  stating  his 
inability  to  accept  our  invitation  to  appear  before  us  at  this  time, 
which  I  ask  be  incorporated  in  the  record. 

(The  communication  referred  to  is  as  follows:) 

Kaiser  Company,  Inc., 
Iron  and  Steel  Division, 
Oakland,  Calif.,  Octol)er  16,  1945. 

Senator  Joseph  C.  O'Mahoney,  ^    ^ .     .       ^  ^ 

Chairman,  Joint  Senate  Committee  on  Aluminum,  Washington,  D.  C: 

I  greatly  appreciate  your  invitation  for  me  to  appear  during  your  present 
hearings  on  the  disposal  of  Government-owned  aluminum  plants.  Unfortunately 
I  have  just  returned  here  after  several  weeks  absence  and  due  to  previous  and 
important  commitments  find  it  impossible  for  me  now  to  be  in  Washington.  Our 
interest  in  certain  Government-owned  aluminum  plants  is  still  the  same  as  stated 
bv  our  Mr.  Calhoun  at  the  subcommittee  hearing  of  the  Meade  committee  at 
Spokane,  Wash.,  August  22,  and  which  is  part  of  that  record.  Our  studies  which 
he  stated  then  were  underway  are  not  yet  complete.  My  absence  from  your 
hearing  should  not  be  interpreted  as  a  lack  of  interest.  I  will  not  be  able  to 
finally  evaluate  the  basis  for  any  proposal  to  the  Government  until  our  studies 
are  completed  and  we  have  had  an  opportunity  to  analyze  them. 

Hejnby  J.  Kaiser. 

Senator  O'Mahoney.  The  committee  will  stand  recessed  until  10 
a.  m.  tomorrow  morning,  in  room  224. 

(Whereupon,  at  4 :  30  p.  m.,  a  recess  was  taken  until  10  a.  m.,  Tues- 
day, October  16, 1945,  in  room  224,  Senate  Office  Building.) 

(By  direction  of  the  chairman,  the  following  material,  relating  to 
the  termination  clauses  in  the  agreement  of  lease  between  the  Defense 
Plant  Corporation  and  the  Aluminum  Co.  of  America,  is  inserted  at 
this  place  in  the  hearings : ) 

TERMINATION  PROVISIONS  OF  ALCOA  LEASING  CONTRACT 

The  original  agreement  of  lease  between  the  Defense  Plant  Corpora- 
tion and  the  Aluminum  Co.  of  America,  dated  August  19,  1941,  pro- 
vides, in  paragraph  13 : 

*  *  *  that  if  such  production  shall  for  any  six  (6)  months'  period  average 
less  than  forty  percent  (40%)  of  aggregate  productive  capacity,  either  party 
hereto  may,  at  its  election,  terminate  this  agreement  upon  sixty  (60)  days'  written 
notice  to  the  other. 

Article  22,  of  the  same  document,  carries  the  following : 

Notwithstanding  the  other  provisions  herein  contained,  Defense  Corporation, 
by  notice  in  writing,  may  cancel  this  agreement  in  the  event  (a)  that  a  receiver 
or  trustee  is  appointed  for  Alcoa  or  its  property,  or  Alcoa  makes  an  assignment 
for  the  benefit  of  creditors,  or  Alcoa  becomes  insolvent,  or  a  petition  is  filed  by  or 
against  Alcoa  pursuant  to  the  provisions  of  the  United  States  Bankruptcy  Act,  as 
amended,  for  the  purpose  of  adjudicating  Alcoa  a  bankrupt,  or  for  the  reorganiza- 
tion of  Alcoa,  or  for  the  purpose  of  effecting  a  composition  or  rearrangement  with 
Alcoa's  creditors,  and  any  such  petition  filed  against  Alcoa  is  not  dismissed  within 
sixty  (60)  days ;  or  (b)  of  any  violation  of  any  terms,  conditions,  or  covenants  of 
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this  agreement  by  Alcoa,  and  the  failure  of  Alcoa  to  cure  such  violation  within 
thirty  (30)  days  from  the  giving  of  written  notice  thereof  by  Defense  Corpora- 
tion to  Alcoa. 

A  supplemental  agreement  to  the  agreement  of  lease,  entered  into 
December  20, 1941,  contains  paragraph  VII,  reading  as  follows: 

In  the  event  any  smelting  plant  which  is  described  in  said  Agreement  of  Lease,  as 
supplemented  by  this  Supplemental  Agreement,  and  which  is  leased  by  Defense 
Corporation  to  Alcoa  shall  not  be  operated  by  Alcoa  for  a  period  of  six  successive 
months  after  such  plant  shall  be  ready  for  substantially  full  operation  and 
Defense  Corporation  shall  not  have  consented  in  writing  to  such  plant  not  being 
operated,  either  party  hereto  may  at  its  election  terminate  the  lease  as  to  such 
plant  upon  thirty  (30)  days'  written  notice  to  the  other.  Notwithstanding  any- 
thing contained  in  said  Agreement  of  Lease  or  in  this  Supplemental  Agreement, 
Alcoa  agrees  that  it  will  maintain  production  in  the  leased  smelting  plants  and  tne 
owned  smelting  plants  at  not  less  than  such  rate  of  capacity  as  may  be  necessary 
to  produce  the  maximum  amount  of  aluminum  which,  together  with  accumulated 
stocks,  can  be  sold  at  prices  which  will  yield  a  reasonable  profit.  If  at  any  time, 
in  the  opinion  of  Defense  Corporation,  Alcoa  is  not  maintaining  such  rate  of  pro- 
duction. Defense  Corporation  and  Alcoa  shall  agree  on  a  rate  of  production 
which  in  the  opinion  of  Defense  Corporation  complies  with  the  rate  of  production 
specified  in  the  preceding  sentence,  and  in  the  event  of  failure  to  agree  upon  such 
rate  of  production  Defense  Corporation  shall  then  have  the  right  upon  six  (6) 
months'  notice  in  writing  to  Alcoa  to  cancel  this  agreement. 

A  second  supplemental  agreement  to  the  agreement  of  lease  under 
date  of  January  21,  1943,  contains  article  IV,  as  follows : 

AH  of  the  terms  and  provisions  of  paragraph  13  of  the  Agreement  of  Lease 
dated  August  19,  1941  (except  the  first  two  sentences  thereof),  as  supplemented 
by  paragraphs  VII,  VIII,  and  IX  of  the  Supplemental  Agreement  dated  Decem- 
ber 12,  1941,  shall  apply  to  the  aluminum  smelting  plants  and  the  additions 
to  aluminum  smelting  plants  described  in  article  I  of  this  Second  Supplemental 
Agreement  to  the  same  extent  as  if  such  aluminum  smelting  plants  and  addi- 
tions to  aluminum  smelting  plants  had  been  originally  included  in  the  plants 
described  in  paragraph  2  of  said  Agreement  of  Lease  dated  August  19,  1941, 
except  that,  whenever  and  as  long  as  the  aggregate  annual  rate  of  production 
of  all  aluminum  smeltitig  plants  leased  to  Alcoa  under  the  terms  of  the  Agree- 
ment of  Lease  as  Supplemented  and  under  the  terms  of  this  Second  Supplemental 
Agreement  is  in  excess  of  five  hundred  twelve  million  (512,000,000)  pounds,  the 
provisions  of  said  paragraph  13  of  the  Agreement  of  Lease  dated  August  19, 
1941,  as  supplemented  by  the  provisions  of  paragraph  VII,  VIII  and  IX  of  the 
Supplemental  Agreement  dated  December  12,  1941,  for  the  regulation  of  the 
rate  of  production  in  all  such  leased  aluminum  smelting  plants  and  in  the 
owned  aluminum  smelting  plants  shall  not  apply,  but  in  lieu  thereof  the  follow- 
ing terms  and  provisions  shall  then  apply : 

(1)  Alcoa  agrees  that  it  will  from  time  to  time  operate  all  aluminum  smelting 
plants  owned  by  it  and  those  leased  to  it  by  Defense  Corporation,  at  such  aggre- 
gate rate  of  production  within  their  capacity  as  Defense  Corporation,  upon 
the  recommendation  of  War  Production  Board,  considers  necessary  for  the 
war  effort  and  for  civilian  requirements,  provided  that  if  at  any  time  or  from 
time  to  time  Alcoa  has  accumulated  a  total  inventory  of  more  than  four  hundred 
fifty  million  (4r>0,000,000)  pounds  of  aluminum,  Alcoa  may  then  give  written 
notice  to  Defense  Corporation  of  its  desire  to  reduce  production  and  the  monthly 
rate  at  which  it  desires  to  reduce  production,  and  Alcoa  may  make  such  reduc- 
tion or  reductions  subject  to  the  right  of  Defense  Corporation  at  any  time 
within  thirty  (30)  days  after  date  of  said  notice  either  (a)  to  designate  at  which 
of  said  leased  aluminum  smelting  plant  or  plants  the  production  shall  be  so 
reduced,  or  (b)  to  give  Alcoa  the  purchase  order  of  Defense  Corporation,  or  its 
nominee,  or  other  properly  constituted  agency  or  department  of  the  Government 
for  the  purchase  from  Alcoa  at  current  prices  for  a  specified  number  of  months 
the  whole  or  any  part  of  the  quantity  of  aluminum  by  which  monthly  production 
is  desired  to  be  reduced.  In  the  event  Alcoa  receives  such  a  purchase  order,  no 
reduction  in  production  shall  be  made  except  to  the  extent  that  the  proposed 
reduction  is  not  covered  by  such  purchase  order.  Notwithstanding  anvthing 
contained  in  this  article  IV  Alcoa  agrees  that  it  will  at  all  times  store,  without 


cost  to  the  purchaser,  all  aluminum  so  purchased  at  the  plant  or  plants  in 
which  it  is  produced  so  long  as  the  lease  of  said  plant  or  plants  to  Alcoa 
(ontinues  in  effect. 

(2)  Defense  Corporation  shall  have  the  right  to  direct  Alcoa  in  writing  to  cease 
operations  in  any  leased  aluminum  smelting  plant  or  part  thereof,  and  Alcoa 
agrees  to  cease  operations  in  the  plant  or  part  thereof  so  designated  as  rapidly 
as  raw  materials  then  on  hand  can  be  used  up,  but  in  no  event  later  than  three 
(3)  months  after  the  date  of  said  direction. 

(3)  In  the  event  any  such  leased  aluminum  smelting  plant  after  it  shall  be 
ready  for  substantially  full  operation  has  not  been  operated,  or  has  been  shut 
down  pursuant  to  the  provisions  of  paragraph  (1)  or  (2)  of  this  article  IV,  for 
a  period  of  three  (3)  successive  months,  either  party  hereto  may  at  its  election 
terminate  the  lease  as  to  such  plant  upon  thirty  (30)  days'  written  notice  to 
the  other,  and  after  the  date  of  said  notice  Alcoa  agrees  to  remove  its  property 
from  such  plant  as  promptly  as  reasonably  possible,  but  in  no  event  later  than 
three  (3)  months  from  the  date  of  said  notice. 

(4)  If  any  aluminum  smelting  plant  leased  by  Defense  Corporation  to  Alcoa 
shall,  after  it  has  been  placed  in  operation,  be  shut  down  for  a  period  of  one  (1) 
month,  operation  of  such  plant  shall  not  be  resumed  without  the  written  consent 
of  Defense  Corporation. 

(5)  In  the  selection  by  Defense  Corporation  of  Alcoa  of  aluminum  smelting 
plants  in  which  production  is  to  be  reduced,  or  operations  terminated,  the  general 
principle  to  be  followed  shall  be  to  eliminate  the  plant  or  plants  or  parts  thereof 
least  economical  to  operate. 
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WEDNESDAY,  OCTOBER  17,  1945 

Joint  Hearing  of  the  Subcommittee  on  Surplus  Property  Disposal 
OF  THE  Committee  on  Military  Affairs,  the  Special  Committeb 
To  Study  and  Survey  Problems  of  Small  Business  Enterprises, 
and  the  Industrial  Keorganization  Subcommittee  of  the  Special 
Committee  on  Postwar  Economic  Policy  and  Planning 

United  States  Senate, 

Washington,  D.  G, 

The  committees  met,  pursuant  to  recess,  at  10  a.  m.,  in  the  caucus 
room,  Senate  Office  Building,  Senator  Joseph  C.  O'Mahoney  (chairman 
of  the  Subcommittee  on  Surplus  Property  Disposal)  presiding. 

Present:  Senators  O'Mahoney  (chairman) ,  Murray,  Wherry,  Rever- 
comb,  and  Taylor. 

Also  Present :  Senators  Hayden,  McClellan,  and  Robertson. 

Kurt  Borchardt,  counsel.  Surplus  Property  Subcommittee  of  the 
Committee  on  Military  Affairs;  Dewey  Anderson,  executive  secretary; 
C.  E.  Childe,  consultant;  and  T.  J.  McBreen,  chief  of  information, 
Special  Committee  To  Study  and  Survey  Problems  of  Small  Business 
Enterprises. 

Appearances  same  as  heretofore  noted,  with  the  following  additional 

appearances: 

On  behalf  of  Industry : 

Arthur  P.  Hall,  assistant  secretary  and  district  manager,  Washing- 
ton Office,  Aluminum  Co.  of  America. 

Oscar  Ewing,  attorney.  Aluminum  Co.  of  America. 

Roger  W.  Straus,  president,  American  Smelting  &  Refining  Co. 

M.  B.  Littlefield,  industrial  development  engineer,  American  Smelt- 
ing &  Refining  Co. 

Senator  O'Mahoney.  The  committee  will  be  in  order. 

Acting  Chairman  Olds,  of  the  Federal  Power  Commission,  will  be 
the  first  witness,  to  discuss  some  of  the  power  aspects  that  are  raised  by 
this  problem. 

STATEMENT  OF  lELAND  OLDS,  ACTING  CHAIRMAN,  FEDEKAL 

POWER  COMMISSION 


Mr.  Olds.  Mr.  Chairman,  I  am  going  to  start  what  I  have  to  say 
by  relating  it,  if  possible,  to  what  I  saw  in  the  most  recent  report  of  the 
committee  on  the  power  aspects  of  the  problem  of  creating  a  com- 
petitive situation  in  the  field  of  aluminum. 

I  would  like  first  just  to  make  some  suggestions  about  the  availability 
of  cheap  power  from  the  several  Government  river-basin  developments. 
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SECONDARY  ENERGY   AMOUNTING   TO    4,725,000,000    KILOWATT-HOURS 
AVAILABLE  IN  COLUMBIA  RIVER  AND  TVA  TERRITORY 

In  the  first  place,  without  taking  into  account  the  extent  to  which  it 
may  be  at  present  allocated,  I  w?int  to  suggest  that  there  is  a  consider- 
able amount  of  secondary  power,  or  secondary  energy,  available  in  the 
Columbia  Basin  and  in  the  TVA  territory.  Our  estimate  places  the 
secondary  power  from  the  Bonneville  project  at  approximately  600,- 
000,000  kilowatt-hours;  from  the  Coulee  project,  when  all  the  gener- 
ator units  have  been  installed,  at  about  2,355,000,000  kilowatt-hours;  in 
the  TVA  area,  in  the  TVA  system,  approximately  1,770,000,000  kilo- 
watt-hours— or  a  total  from  existing  projects  in  those  two  basins  of 
approximately  4,725,000,000  kilowatt-hours. 

Just  equating  it  on  the  basis  of  10  kilowatt-hours  per  pound  of  alumi- 
num, that  represents  secondary  energy  available,  without  taking  into 
account  the  extent  to  which  it  has  already  been  allocated,  from  these 
Oovernment  hydro  projects,  sufficient  to  produce  something  like  four 
hundred  and  seventy-odd  million  pounds  of  aluminum. 

In  addition  to  the  secondary  energy  available  from  these  specifically 
mentioned  Government  river  basin  projects,  I  would  like  to  call  atten- 
tion to  another  aspect  of  the  matter,  namely,  the  availability  of  pri- 
mary energy  on  an  "at  site"  basis. 

Of  course,  it  should  be  pointed  out  that  transmission  costs  may  be, 
and  in  terms  of  a  large  system  are,  a  very  important  consideration  in 
determining  the  rate  at  which  power  can  be  sold,  or  the  cost  of  power 
delivered. 

In  the  Bonneville  system,  at  present  the  transmission  investment  is 
running  at  pretty  close  to  $100  per  kilowatt,  which  means  that  in 
considering  power  delivered  from  the  transmission  system,  you  are 
considering  power  where  the  investment  cost  may  be  nearly  doubled 
as  compared  with  that  involved  where  power  is  delivered,  to  all  in- 
tents and  purposes,  at  the  site. 

ALUMINUM  PRODUCTION  SEEKS  POWER,  USUALLY,  CLOSE  TO  POINT  OF 

GENERATION 

Aluminum  production  has  characteristically  sought,  so  far  as  it 
has  been  able  to  seek  it,  power  available  very  close  to  the  point  of 
generation.  The  present  "at  site"  rate  for  primary  power  under  the 
rate  schedules  of  the  Bonneville  Administration  is  $14.50  per  kilowatt- 
year.  However,  if  Congress  were  specifically  interested  in  the  possi- 
bility of  making  power  available  for  aluminum  production  on  a  com- 
petitive basis,  and  for  that  purpose  attempting  to  secure  the  lowest 
possible  rates  for  power  without  subsidy^  consideration  could  be  given 
to  the  fact  that  power,  primary  power,  primary  energy,  can  be  delivered 
at  the  sites  of  certain  of  the  Federal  power  projects  at  a  figure  falling  in 
the  range  of  1  mill  to  li/^  mills. 

That  is  true  of  power  at  Boulder — there  was  a  discussion  yesterday 
of  the  cost  of  power  delivered  to  a  plant  at  Los  Angeles.  Of  course,  that 
is  at  the  end  of  a  transmission  system,  a  transmission  line,  that  is  over 
275  miles  long,  and  the  cost  of  Boulder  energy  delivered  at  Los  Angeles 
is  more  than  double  the  cost  of  Boulder  energy  produced  at  the  power 
plant. 

So  that  it  seemed  to  me  that  in  giving  consideration,  in  the  commit- 
tee giving  consideration  to  the  availability  of  low-cost  power,  it  ought 


to  take  into  account  not  only  the  availability  of  secondary  energy  but 
also  the  availability  of  primary  energy  "at  site,"  and  consider  the 
question  whether  or  not  it  wished  to  recommend  some  kind  of  a  policy 
so  that  the  sale  of  that  power  "at  site"  could  be  on  a  basis  which  would 
establish  the  low  rates  of  1  to  II/2  mills  which  are  necessary  to  improve 
the  competitive  situation  of  the  aluminum  plants  if  taken  over  by 
various  private  enterprises. 

That  Ibrings  me  to  the  possibility  of  providing  low-cost  power, 
power  at  a  mill  or  slightly  over  a  mill,  by  making  a  combination  of  "at 
site"  power  and  secondary  power.  It  is  true  that  the  aluminum  plants 
that  are  being  discussed  have  been  so  located  that  they  do  not  come 
within  the  classification  of  "at  site"  plants.  When  we  were  consid- 
ering, during  the  period  when  these  plants  were  being  located,  the 
location,  for  instance,  of  the  plant  that  is  now  located  at  Troutdale, 
we  felt  that  it  should  have  been  located  at  a  point  at  which  it  could 
have  had  available  "at  site"  power,  probably  at  Cascade  locks,  but  it 
was  certainly  possible  to  locate  it  within  the  range  of  "at  site"  power. 
That  was  not  done.  But  it  is  just  possible,  as  a  consideration  that 
might  be  discussed  by  your  honorable  committee,  that  the  Congress  in 
considering  the  availability  of  "at  site"  and  secondary  power  in  com- 
bination could,  instead  of  considering  the  possibility  of  any  kind  of  a 
subsidy  through  power  cost,  establish  a  policy  by  which  the  Govern- 
ment power  agencies  could  consider  these  plants — which  were  located, 
in  terms  of  other  considerations,  at  a  point  where  you  cannot  con- 
sider them  "at  site" — could  still  consider  them,  for  purposes  of  rate- 
making,  as  if  they  were  located  "at  site." 

In  other  words,  you  have  got  the  alternative  that  certain  aluminum 
capacity  in  the  Columbia  area  could  be  taken  up  bodily  and  moved 
to  the  point  where  it  could  have  available  "at  site"  rates  for  the  power, 
and  then  "at  site"  rates  coupled  with  secondary  rates  could  make 
power  available  at  a  mill  or  a  mill  and  a  half ;  or,  because  other  con- 
siderations caused  their  location  where  they  have  to  buy  transmitted 
power,  it  might  be  possible  to  establish  the  principle,  in  some  way  or 
other,  that  Government  agencies,  in  selling  this  power,  could  consider 
that  these  plants  were  located  "at  site"  and  so  not  involve  the  necessity, 
and  the  costly  necessity,  of  moving  the  plants,  moving  the  pot  line,  so 
that  they  could  get  the  advantage  of  "at  site"  rates. 

Mr.  GoLDSCHMiDT.  May  I  ask  a  question  there,  Mr.  Chairman  ? 

Senator  O'Mahoney.  Certainly. 

Mr.  GoLDSCHMiDT.  Was  it  your  idea  that  something  be  done  to  pro- 
vide for  our  costs  in  transmission  between  the  present  locations  of 
these  plants  and  their  "at  site"  location  ? 

Mr.  Olds.  I  think,  if  the  committee  or  the  Congress  should  finally 
determine  the  policy  I  have  suggested — adopt  that  policy — then 
thereby  they  would  legislatively,  or  in  whatever  way  is  necessary, 
amend  the  rate  provisions  of  the  present  Bonneville  Act  in  such  a  way 
that  you  would  not  be  burdened  with  the  amortization  and  interest  cost 
of  that  portion  of  the  transmission  which  would  be  involved  in  trans- 
mitting this  power  from  an  "at  site"  status  to  wherever  these  alumi- 
num plants  are. 

Mr.  Wilson.  May  I  ask  the  Chairman  of  the  Power  Commission, 
would  he  feel  the  same  thing  should  be  done  so  far  as  present  con- 
tractors in  private  industry  are  concerned? 
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Mr.  Olds.  I  would  not  make  any  recommendation  on  that.  I  think 
that  would  be  up  to  Congress  to  determine,  in  terms  of  its  interest  in 
establishing  or  attempting  to  establish  a  competitive  situation  so  far  as 
power  costs  were  concerned. 

Mr.  Anderson.  When  you  used  the  illustration,  in  answer  to  a  ques- 
tion a  moment  ago,  of  Bonneville  power  and  transmission  costs,  I  take 
it  that  was  just  an  illustration  that  you  had  in  mind ;  and  that  you  had 
in  mind  that  wherever  public  power  has  been  developed  and  these  prob- 
lems have  arisen,  you  would  reexamine  the  costs  in  terms  of  these  par- 
ticular problems  and  the  rate  to  be  charged  there. 

Mr.  Olds.  Yes;  I  would  reexamine  it  on  the  theory  that  these  proj- 
ects could  have  been,  if  the  powers  that  be  had  so  chosen,  located  at 
points  where  you  would  have  had  the  advantage  of  the  equivalent  of 
"at  site"  rates,  and  that  that  could  be  a  consideration  in  Congress  de- 
termining the  policy  as  to  the  sale  of  power  to  these  Government 
aluminum  plants. 

Mr.  Anderson.  Wouldn't  that  require  an  amendment,  at  least,  to  the 
several  acts  under  which  these  various  power  projects  now  operate? 

Mr.  Olds.  I  think  it  would  require  an  amendment  insofar  as  the  acts 
specify — and  there  are  only  a  few  of  the  acts  like  the  Fort  Peck  and 
the  Bonneville  Acts  that  today  specify  the  basis  on  which  rates  could 
be  approved.  I  think  if  Congress  laid  down  that  policy,  it  would  be 
possible  in  other  basins  where  the  legislation  hasn't  defined  the  precise 
basis  of  rates,  if  Congress  adopted  that  as  a  policy,  to  take  that  into 
consideration  when  approving  rates. 

Mr.  Goldschmidt.  I  think  Congress  also  adopted  the  same  policy  in 
the  Flood  Control  Act  of  1944  with  respect  to  the  project,  say,  in 
Senator  McClellan's  territory,  and  the  projects  that  the  Army  is  build- 
ing in  the  other  basins.  At  least  I  think  that  the  language  is  almost 
identical  with  the  Bonneville  and  Fort  Peck  Acts  with  respect  to  rates. 

Mr.  Olds.  If  it  is,  then  it  would  require,  I  think,  a  small  amend- 
ment— I  think  it  could  be  very  easily  drafted — ^to  those  acts,  which 
would  make  it  possible  for  the  Government  to  sell  primary  and  sec- 
ondary power  on  an  equivalent  to  an  "at  site"  basis  to  these  aluminum 
plants. 

Does  that  answer  your  question  ? 

Mr.  Goldschmidt.  Yes. 

Mr.  Olds.  I  would  like  to  point  out  in  this  connection  that  in  terms 
of  the  long-range  policy  of  attempting  to  create  a  competitive  situation 
in  the  aluminum  industry,  there  are  other  projects  coming  along.  We 
are  not  liniited  to  simply  Bonneville  and  Grand  Coulee  and  the  present 
TV  A  project.  There  are  additional  projects  already  coming  up  over 
the  horizon  in  the  Columbia  Basin,  and  in  the  design  and  planning 
of  those  projects  consideration  could  be  given,  among  other  things, 
to  making  power  available  for  aluminum  production.  The  Colorado 
Basin  also  has  some  new  projects  coming  along  above  Boulder.  And  I 
also  want  to  mention  the  fact  that  public  development  or  redevelop- 
ment of  the  power  at  Niagara  Falls,  taking  advantage  of  the  full  head— 
and  if  Congress  authorizes  the  St.  Lawrence  project — both  those  proj- 
ects are  capable  of  making  power  available  "at  site"  for  very  little  over 
1  mill  per  kilowatt-hour.  And  the  Government  today  owns  pot  lines 
at  Massena,  N.  Y. 
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In  connection  with  what  I  have  said,  I  would  like  just  to  point  to 
the  fact  that  the  Aluminum  Co.  of  America  has  always  considered 
power  costs  and  control  of  cheap  power  as  one  of  the  elements  in  the 
preservation  of  its  control  of  the  aluminum  market.  The  Federal 
Power  Commission,  in  connection  with  some  of  its  investigations, 
among  other  things  came  upon  the  fact  that  in  the  original  contract 
which  the  Aluminum  Co.  of  America  made  with  the  Niagara  Falls 
Power  Co.,  for  perhaps  the  cheapest  power  supply  that  has  even  been 
purchased  in  the  United  States— I  think  that  that  is  an  accurate  state- 
ment, power  which  they  get  directly  from  the  shaft  that  comes  up  from 
the  turbines,  at  about"  $8  a  horsepower-year,  my  recollection  is,  and 
they  have  the  cost  of  putting  the  generators  on  and  transmitting  it  to 
the  top  of  the  bank  of  the  Niagara  River— that  original  contract  car- 
ried a  provision  that  the  Niagara  Falls  Power  Co.  should  not,  or  would 
not,  sell  power  to  any  other  company  for  the  production  of  aluminum. 
In  other  words,  when  they  made  that  contract  they  wanted  to  make  sure 
that  no  other  competitor  could  come  in  and  get  power  as  cheaply  as 
they  were  buying  it  from  the  Niagara  Falls  Power  Co.  or  its 
Dredecessor. 

That  policy  has  run  through  the  whole  development,  or  the  whole 
history,  of  the  Aluminum  Co.  of  America.  They  have  found  the  sites 
where  the  cheapest  power  could  be  developed ;  and  then,  to  the  extent 
that  they  were  able,  have  secured  whatever  rights  were  necessary  in 
order  to  be  able  to  have  that  power  exclusively  for  their  own  manu- 
facture of  aluminum.  They  have  considered  that  an  important  ele- 
ment in  building  their  control  of  the  market. 

ALCOA  UNWILLING  TO  DEVELOP  POWER  UNDER  FEDERAL  LICENSE 

I  want  to  point  out  one  other  thing  in  that  connection,  and  that  is 
that  as  a  matter  of  policy,  the  Aluminum  Co.  has  taken  the  position 
that  it  would  not  develop  power  under  a  Federal  license  such  as  is 
provided  for  in  the  Federal  Power  Act.  Our  most  recent  instance  of 
that  was  in  connection  with  the  proposed  development  of  Fontana  by 
the  Aluminum  Co.,  which  led  ultimately  to  arrangements  by  which  the 
TVA  developed  that  power.  Their  studied  refusal  to  take  out  a  license 
for  their  water-power  developments  is  interesting  in  the  light  of  their 
own  statement  in  their  brief  in  the  case  that  was  before  the  courts 
involving  the  question  of  whether  they  were  in  violation  of  the  Sher- 
man Act.  In  that  brief  they  referred  to  the  licenses  that  the  Federal 
Power  Commission  issues  as  follows : 

The  necessity  for  a  50-year  license  from  the  Federal  Power  Commission  before 
any  dam  may  be  built  that  affects  a  navigable  river,  the  resulting  power  of  the 
Commission  over  the  amortization  and  depreciation  of  the  project,  and  the  ulti- 
mate power  of  the  Federal  Government  to  take  over  the  development,  are  further 
reasons  suggesting  the  inherAit  unlikelihood  of  anyone  even  attempting  to 
monopolize  the  water  powers  of  this  United  States. 

Apparently  they  recognize  that  the  Federal  Power  Act  was  designed 
to  prevent  a  monopolization  of  the  water  powers,  and  in  spite  of  that 
fact  they  are  unwilling  to  develop  power  under  a  Federal  license. 

There  is  just  one  other  thing  I  want  to  suggest,  in  terms  of  the  ques- 
tion of  the  relationship  of  power  costs  to  this  competitive  situation, 
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or  the  potential  competitive  situation,  in  the  aluminum  industry. 
There  has  been  a  good  deal  said  in  the  discussion,  questions  asked,  and 
so  forth,  that  indicated  a  feeling  of  "question  mark"  against  any  kind 
o:^a  subsidy  for  the  development  of  this  competition  in  the  aluminum 
industry. 

I  want  to  suggest  that  in  effect  x\lcoa  power  is  today  available  to 
the  Aluminum  Co.,  to  all  intents  and  purposes,  on  a  subsidized  basis. 
In  other  words,  the  Aluminum  Co.  today,  because  the  greater  part 
of  its  investment  has  been  provided  through  the  prices  paid  by  con- 
sumers, not  only  for  the  power  which  they  develop  but  also  for  the 
capital  investment  in  the  actual  production  of  aluminum  in  its  various 
stages,  the  extent  to  which  that  has  been  provided  out  of  prices  and 
not  as  paid-in  capital  represents,  in  effect,  an  amortization  of  the 
capital  which  they  today  have  invested  in  the  business  all  the  way 
from  the  power  plant  and  the  bauxite  deposits  to  the  finished  aluminum 
product. 

Alcoa's  poa\t:r  plants,  to  considerable  extent,  enjoy  same  status 
as  shipshaw  development,  in  that  their  development  capital  has 
already  been  absorbed  in  prices  chx\rged  consumers 

To  all  intents  and  purposes  the  Aluminum  Co.  today,  if  it  faces 
•  competition,  can  consider  that  its  only  costs,  so  far  as  power  is  con- 
cerned, are  the  operating  costs  of  the  hydro  projects;  and  the  oper- 
ating costs  of  hydro  projects  are  a  very  small  part  of  any  power  costs. 
The  major  cost  in  the  development  of  hydro  and  in  the  cost  of  power 
delivered,  for  any  purpose,  is  the  investment  cost.  And  the  fact  that 
consumers,  over  the  nearly  50  years  in  which  the  Aluminum  Co.  has 
^been  operating,  have,  to  all  intents  and  purposes,  provided  the  funds 
necessary  for  such  investment,  which  has  in  effect  amortized  many 
times  over  the  original  investment,  means  that  to  a  considerable  ex- 
tent, or  in  effect,  the  Aluminum  Co.'s  power  plants  all  over  the  country 
enjoy  approximately  the  same  status  as  the  Shipshaw  development 
up  on  the  Saguenay,  where  the  Government,  through  the  prices  that 
it  paid  for  aluminum,  has  in  effect  provided  the  money  necessary 
for  the  development  of  that  power,  which  is  probably  the  cheapest 
power  on  the  American  Continent. 

It  is  because  of  that  situation,  because  in  facing  the  possibility  of 
competition  you  face  an  industry  where  a  great  part  of  its  capital  has 
already  been  absorbed  out  of  prices  paid  by  consumers,  that  there  is 
a  good  deal  of  question  as  to  whether  or  not  it  is  feasible  to  establish 
even  the  appearance  of  a  competitive  situation. 

In  that  connection,  if  it  should  prove  to  be  not  feasible  to  establish 
a  truly  competitive  situation,  possible  consideration  might  be  given 
to  considering  the  aluminum  industry  in  the  same  category  as  is  the 
power  industry  itself,  and  as  a  monopoty,  as  a  natural  monopoly,  and 
providing  for  some  kind  of  price  regulatio||  similar  to  the  regulation 
that  is  provided  for  the  rates  of  various  utility  services. 

That  is  all  I  have,  Mr.  Chairman,  unless  there  are  some  questions. 

Senator  O'Mahoney.  Are  there  any  questions?    Mr.  Sj^mington? 

Mr.  Symington.  No,  sir. 

Senator  O'Mahoney.  I  thought  you  looked  as  though  you  wanted 
to  ask  a  question. 


Mr.  Symington.  No,  sir.  , 

Senator  O'Mahoney.  I  notice,  Mr.  Olds,  you  have  used  the  .word 
"subsidy,"  a  word  which  has  been  bandied  about  m  these  hearing  trom 
the  beginning,  to  designate  any  indication  of  an  attitude  upon  the  part 
of  Government  that  would  create  incentives  for  the  entry  of  free  enter- 
prise in  the  form  of  competition  into  this  field. 

Do  you  recognize  any  difference  between  the  payment  of  a  subsidy 
bv  Government,  and  the  making  of  a  contract  by  Government  to  pro- 
niote  the  utilization  of  a  plant  owned  by  the  people  which  otherwise 
might  have  to  be  locked  up  and  abandoned  or  fall  into  the  lap  ot  a 
controlled  and  controlling  organization?  ...  •         ^ 

Mr  Olds.  I  didn't  mean  to  imply,  in  what  I  said,  any  criticism  of 
subsidies  in  the  form  that  you  have  just  suggested,  if  they  are  sub- 
sidies. I  think  that  the  main  interest  of  both  private  individuals  and 
the  Government  itself,  as  representing  those  private  individuals,  in 
our  economic  system,  is  to  get  the  maximum  consumption  in  order  to 
provide  the  basis  for  the  maximum  use  of  our  resources,  both  in  terms 
of  the  natural  resources  and  in  terms  of  our  manpower.  I  think  that 
there  are  a  great  many  arbitrary  elements  in  terms  of  the  fixing  of  any 
prices  or  the  determination  of  any  costs ;  and  I  think  that  the  Federal 
Government,  without  getting  into  a  field  which  might  be  considered 
objectionable  in  terms  of  subsidy,  can  arrange  those  conditions,  can 
set  up  such  conditions  for  the  use  of  properties  in  which  it  has  invested 
money,  as  will  promote  ultimate  prices— and  competition  seems  the 
surest  way  to  get  those  prices— ultimate  prices  which  will  encourage 
the  maximum  use  of  its  resources.  ,  t  j     u 

Senator  O'Mahoney.  My  own  feeling,  let  me  say,  is  that  i  don  t 
like  subsidies.  I  feel  that  the  sooner  the  Government  can  get  out  of 
the  policy  of  paying  cash  subsidies— a  policy  which  was  adopted  during 
the  war  for  the  purpose  of  keeping  prices  down  so  that  the  cost  of 
living  would  not  rise  out  of  all  proportion— the  better  it  will  be  for 
all  concerned,  and  it  is  the  only  way  of  reestablishing  a  free,  competi- 

tive  economy.  .  i    .  i 

On  the  other  hand,  it  seems  to  me  we  are  faced  with  the  very 
realistic  problem  of  determining  what  shall  be  done  with  the  tre- 
mendous plant  facilities  constructed  by  the  Government  for  the  war, 
and,  personally,  I  am  inclined  to  believe  that  a  liberal  contract  with 
a  free  agent,  which  will  give  such  a  free  agent  an  incentive  to  enter 
the  field  of  production,  a  field  which  is  so  necessary  if  we  are  ever 
going  to  pay  off  the  debt,  cannot  be  properly  characterized  as  a 
subsidy. 

through  monopoly,  ALCOA  ALREADY  "LARGELY  SUBSIDIZED";   BASIS  FOR 
INCENTIVES  IN   INTEREST  OF   COMPETITION   "sOUND,"   SAYS   WITNESS 

Mr.  Olds.  The  two  things  I  was  trying  to  point  out  that  have  a 
bearing  on  what  you  say  are,  first,  that  the  Government  can,  with- 
out even  the  slightest  accusation  of  subsidy,  make  available,  as  far 
as  the  power  costs  of  aluminum  are  concerned,  large  blocks  of  energy 
at  very  slightly  over  a  mill,  a  kilowatt-hour;  secondly,  that  you  are 
dealing  with  a  situation  in  which  Government  plants  are  going  to 
be  operated  in  competition  with  an  industry  which  has  been,  through 
monopoly,  largely  subsidized  already;  and  therefore  I  think  tliat 
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your  point  of  view  is  absolutely  sound  so  far  as  providing  the  in- 
centives and  the  basis  for  that  type  of  competition. 
Mr.  Hickman.  May  I  ask  a  question? 
Senator  O'Mahoney.  Yes,  indeed. 

Mr.  Hickman.  Mr.  Olds,  I  would  like  to  ask  you  this:  It  is  a 
fact,  is  it  not,  that  this  restrictive  covenant  at  Niagara  Falls  has 
been  canceled  for  25  years? 

Mr.  Olds.  Yes,  sir.  It  was  canceled,  at  least,  in  a  curious  docu- 
ment that  apparently  was  either  lost  or  handled  in  such  a  way  that 
when  a  statement  was  prepared  for  the  security  issue — ^the  state- 
ment that  was  required  by  the  Securities  and  Exchange  Commission — 
the  bankers  insisted  that  reference  to  that  restrictive  covenant  go  into 
the  statement  which  was  issued,  on  the  basis  of  which  investors  in- 
vested in  the  Niagara  Falls  Power  Co. 

Mr.  Hickman.  Mr.  Olds,  you  know  it  to  be  a  fact,  do  you  not, 
that  this  issue  was  litigated  in  the  antitrust  case,  and  both  the  district 
court  and  the  circuit  court  of  appeals  found  that  old  contract  to  have 
been  canceled  in  1921  ? 

Mr.  Olds.  Yes.  I  might  point  out  also  that  it  was  canceled  after  it 
was  no  longer  necessary,  so  far  as  maintaining  that  situation  at 
Niagara  Falls  was  concerned. 

Mr.  Hickman.  At  all  events,  it  has  been  out  since  1921? 

Mr.  Olds.  It  has,  in  terms  of  the  records  as  they  stand. 

Mr.  Hickman.  Do  you  not  also  remember  that  the  circuit  court 
of  appeals  decided  that  there  was  nothing  to  this  argument  that 
reinvested  earnings  were  to  be  treated  on  any  different  basis  than 
capital  originally  contributed  ? 

Mr.  Olds.  In  terms  of  a  monopolistic  situation,  I  differ  from  the 
circuit  court  of  appeals. 

Mr.  Hickman.  If  that  may  be  noted  as  a  dissent  from  the  circuit 
court  of  appeals,  it  will  be  all  right. 

Senator  O'Mahoney.  Well,  it  is  still  a  free  country,  Mr.  Hickman. 
[Laughter.]  It  is  one  of  the  blessings  of  this  country  that  you  can 
talk  back  to  the  courts,  as  well  as  to  Senators. 

Mr.  Hickman.  Thank  you. 

Senator  O'Mahoney.  Does  that  finish  your  statement? 

Mr.  Olds.  Yes,  sir. 

Senator  O'Mahoney.  Are  there  any  other  questions? 

Mr.  Troy.  Does  that  apply  to  Boulder  Dam,  so  far  as  the  rearrange- 
ment of  rates?  There  is  a  pecular  arrangement  at  Boulder  Dam,  I 
understand. 

Mr.  Olds.  I  don't  know  what  would  have  to  be  done.  There  have 
been  a  lot  of  amendments  to  the  Boulder  Dam  Act.  I  am  simply 
pointing  to  the  fact  that  whether  at  Boulder  Dam  or  at  Bridge  Canyon, 
which  is  going  to  be  developed  right  above  Boulder  and  which  will 
make  power  available  at  approximately  the  same  cost,  there  is  the 
opportunity  to  get  "at  site"  power  for  pretty  close  to  a  mill — from  a 
mill  to  a  mill  and  a  half — in  the  Colorado  Basin. 

Senator  O'Mahoney.  Thank  you  very  much,  Mr.  Olds. 

Mr.  Olds.  Thank  you,  Senator. 

(By  direction  of  the  chairman,  the  following  letter  and  report,  sub- 
mitted by  Mr.  Olds  subsequent  to  his  testimony  before  the  committee, 
is  inserted  at  this  place  in  the  record :) 


Fedebal   Power   Commission, 
Washington,  November  21,  1945. 

Hon.  Joseph  C.  O'Mahoney, 

Chairman,  Surplus  Property  Subcommittee,  Committee  on  Military  Affairs^ 
United  States  Senate,  Washington,  D.  C. 
My  Dear  Senator  O'Mahoney:  We  are  submitting  herewith  the  preliminary 
report  on  the  possibility  of  obtaining  electric  power  for  aluminum  plants  now 
owned  by  the  Government  on  a  basis  competitive  with  the  cost  of» power  to  the 
Aluminum  Co.  of  America,  with  special  reference  to  that  obtained  from  its 
own  generating  plants,  including  the  plant  of  the  Canadian  Aluminum  Co. 

This  report  embodies  certain  tentative  conclusions  w^hich  will  be  further 
tested  through  more  exhaustive  inves'Jgation  prior  to  our  final  report  on  the 
matter.  In  this  connection,  we  would  point  out  that  the  attempt  to  arrive 
at  precise  conclusions  as  to  the  postwar  power  costs  of  the  Aluminum  Co.  is 
rendered  difficult  by  the  lack  of  detailed  public  information  as  to  the  company's 
operations  in  the  past. 
Sincerely  yours, 

Lbland  Olds,  Acting  Chairman. 

Federal  Power  Commission,  Piieliminary  Report  on  PossiBruTY  of  Competitivb 
Power  Costs  foe  Government-Owned  Aluminum  Plants 

In  response  to  the  request  of  October  18,  1945,  from  Chairman  Joseph  O. 
O'Mahoney,  of  the  Surplus  Property  Subcommittee,  Senate  Military  Affairs 
Committee,  the  Federal  Power  Commission  has  made  a  preliminary  examina- 
tion of  available  data  on  the  cost  of  power  for  aluminum  production,  with  special 
referen(^e  to  the  possibility  of  assuring  Government-built  plants  power  costs 
competitive  with  those  of  the  Aluminum  Co.  of  America  (Alcoa).  The  con- 
clusions, hereinafter  set  forth,  should  be  recognized  as  tentative  and  subject  to 
reappraisal  on  the  basis  of  our  continuing  investigation. 

Before  turning  to  detailed  answers  to  the  specific  questions  set  forth  in 
Senator  O'Mahoney's  request,  it  appears  desirable  to  summarize  briefly  certain 
aspects  of  the  power-cost  situation  which  should  be  considered  in  any  attempt 
to  appraise  the  competitive  situation.    This  is  done  as  follows : 

(1)  The  data  at  present  before  your  committee  indicate  2  mills  as  the 
estimated  average  cost  of  power  to  the  Aluminum  Co.  of  America  in  the 
postwar  period. 

(2)  This  average  is  based  on  an  average  of  1.28  mills  per  kilowatt-hour 
for  i)ower  generated  in  Alcoa's  own  generating  plants — capable  of  supplying 
sufficient  power  to  produce  about  300  million  pounds  of  aluminum — and 
of  2.45  mills  per  kilowatt-hour  for  purchased  power  to  meet  the  balance  of 
its  requirements. 

(3)  The  1.28  mills  average  for  self-generated  Alcoa  power  supply  repre- 
sents costs  without  interest  or  any  direct  return  on  power-plant  investment 
but  with  plant  depreciation  figured  on  an  average  of  about  3-percent  straight 

line  basis. 

(4)  A  preliminary  check  indicates  that  this  figure  is  reasonably  close  to 
Alcoa's  out-of-pocket  costs  for  self -generated  power,  except  that  the  depre- 
ciation charge  should  be  figured  at  not  more  than  2  percent. 

(5)  The  1.28-mill  figure,  with  its  lack  of  allowance  for  interest,  however, 
is  based  on  the  assumption  that  costs  to  an  integrated  production  combination 
include  only  out-of-pocket  costs  and  that,  if  no  debt  is  the  direct  responsibil- 
ity of  one  element  in  the  combination,  say,  power,  the  enterprise  will  take 
care  of  the  return  on  capital  invested  in  power  through  the  profit  factor 
in  the  price  charged  for  the  finished  product,  say,  pig  aluminum. 

(6)  If,  therefore,  it  is  assumed  that  a  return  of  5  percent  is  required  to 
entice  capital  into  the  over-all  business,  and  return  is  figured  at  5  percent 
on  the  net  investment  of  Alcoa  in  power  facilities,  then  the  cost  of  power 
from  Alcoa's  own  generating  plants  should  be  based  on  8  percent  (5  percent 
return,  2  percent  depreciation,  and  1  percent  taxes  and  insurance)  on  the 
investment  in  power,  in  addition  to  direct  operation  and  maintenance  expense. 

(7)  On  this  basis  the  average  cost  of  power  to  Alcoa  from  its  own  gener- 
ating plants  may  be  tentatively  estimated  at  just  under  2  mills  per  kilowatt- 
hour. 
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(8)  So  figured,  the  power  costs  for  aluminum  plants  located  in  the  Pacific 
Northwest  and  probably  in  Arkansas  can  be  worked  out,  without  amendment 
to  laws  or  other  modifications  of  the  rate  policy,  on  a  basis  competitive  with 
the  Aluminum  Co.'s  production  in  plants  supplied  from  its  own  generating 
capacity  in  the  United  States. 

Whether,  in  dealing  with  the  problem  of  competition  with  Alcoa's  output  based 
on  its  own  generation,  the  1.28-mill-  or  the  2-mill-per-kilowatt-hour  figure  should 
be  used,  depends  on  the  answer  to  the  question  whether  or  not  Alcoa  may  dis- 
regard return  on  a  portion  of  the  book  investment  in  its  integrated  production 
system,  which  includes  bauxite  mines,  alumina  plants,  power  plants,  pot  lines, 
rolling  mils,  extension  plants,  etc.  It  is  certain  that,  with  the  greater  portion 
of  its  present  plant  representing  reinvested  earnings,  Alcoa  is  in  a  strong  financial 
position  which  may  permit  it  to  disregard  the  portion  of  its  capital  investment 
chargeable  to  generation  of  power. 

But,  if  it  is  assumed  that  Alcoa  will  require  a  return  on  all  of  its  book  invest- 
ment, in  general  equivalent  to  the  return  which  competitors  will  require  on  their 
investment  in  the  plants  which  they  operate  with  purchased  power,  then  it  would 
seem  that  the  power  costs  of  Government-financed  aluminum  plants  in  the  North- 
west and  in  Arkansas  may  be  considered  as  competitive  with  those  of /^Icoa. 

In  other  words,  this  preliminary  survey  indicates  that,  in  the  cases  of  four 
of  the  nine  aluminum  plants  built  by  the  Go\ernment,  a  competitive  situation 
from  the  power-cost  standpoint  may  be  readily  developed,  a  situation  competi- 
tive even  with  Alcoa's  production  using  self -genera  ted  power. 

In  this  connection  it  may  be  noted  that,  in  the  report  of  the  Surplus  Property 
Administrator,  Alcoa  costs  of  production,  including  production  of  alumina  and 
other  raw  materials,  as  well  as  power,  are  apparently  based  on  out-of-pocket 
costs  and  depreciation  expense  without  provision  for  return  on  capital  invested 
in  the  several  processes.  The  assumption  throughout  is  that  return  on  capital 
will  be  taken  care  of  through  the  profit  element  in  the  price  of  the  final  product. 
Similarly,  the  lower  postwar  cost  estimates  for  the  several  Government-owned 
plants,  exclusive  of  purchased  power,  appear  to  be  based  on  the  same  assumption, 
1.  e.,  that  alumina,  etc.,  will  be  available  on  an  out-of-pocket  cost  basis  without 
return  calculated  on  the  capital  invested  in  the  respective  processes. 

The  question  may  well  be  raised  whether,  if  Alcoa's  costs  for  the  constituent 
steps  in  production  of  pig  aluminum  are  claculated  on  the  basis  solely  of  out-of- 
pocket  costs  and  depreciation,  while  potential  competitors'  costs  are  calculated  on 
the  basis  of  power  costs  which  include  return  on  capital.  Alcoa's  end  price  for 
purposes  of  determining  the  competitive  situation  will  not  have  to  be  high  enough 
to  include  some  return  on  the  net  investment  in  the  processes  in  which  only  out- 
of-pocket  costs  were  assumed. 

In  the  long  run,  there  must  be  enough  profit  at  some  point  in  the  business  of 
any  competing  enterprise  to  attract  capital  which  has  always  other  opportunities 
for  investment. 

There  is  another  phase  of  the  problem  of  making  possible  i)Ostwar  competition 
^ith  Alcoa  by  operators  of  aluminum  plants  built  by  the  Government  to  meet  the 
lequin^ments  of  the  war.  Actually,  even  assuming  Alcoa's  power  costs  at  only  1.28 
mills  for  production,  based  on  self-generated  power,  it  must  be  recognized  that 
such  power  will  sustain  only  about  40  percent  of  its  estimated  postwar  produc- 
tion capacity.  This  means  that  60  percent  of  such  capacity  will  depend  on  pur- 
chased power  and  will  consequently  be  strictly  competitive  with  production  from 
Government-built  plants  also  dependent  upon  purchased  power. 

With  estimates  of  the  country's  postwar  production  requirements  running  as 
high  as  1,800, WO,COO  pounds  of  aluminum,  this  means  that  postwar  prices  for  pig 
aluminum  should  be  based  on  costs  including  the  reasonable  cost  of  purchased 
power  rather  than  on  those  reflecting  Alcoa's  self -genera  ted  power  costs.  A 
combination  of  Government-generated  prime  and  high-grade  secondary  power  will, 
therefore,  insofar  as  power  costs  are  an  element  in  the  situation,  assure  a  com- 
petitive situation  with  the  resulting  maintenance  of  reasonable  prices  for  alum- 
inum, Alcoa's  production  of  from  15  to  20  percent  of  the  country's  expanded 
postwar  requirements  by  means  of  self -genera  ted  power  should  have  little  if  any 
effect  on  the  comi)etitive  power  costs  situation,  even  if  only  out-of-pocket  costs 
including  depreciation  are  assumed. 

These  observations,  however,  do  not  apply  to  competition  with  the  Canadian 
Aluminum  Co.'s  production  in  world  markets.  In  view  of  the  remarkably  low- 
cost  power  potentialities  of  the  Saguenay  development,  and  the  virtual  subsidies 


provided  by  the  interested  governments  in  connection  with  the  Shipshaw  project, 
we  can  suggest  no  possibility  of  competitive  power  costs  in  this  country  except 

through  equivalent  subsidies.  4.-^„„  r.^  <^h^ 

We  will  now  proceed  with  tentative  answers  to  the  specific  questions  of  the 

subcommittee. 

Otiestion  I —What  have  been  and  are  the  comparative  costs  of  power  for 
nlumimim  production  at  each  reduction  plant,  in  this  country  atid  Canada, 
considering  hoth  Government-onmed  plants  and  private  plants  f 

There  is  attached  table  I,  showing  the  comparative  power  and  total  production 
costs  for  each  aluminum  plant  in  this  country  and  in  Canada.  The  data  m  this 
table  are  taken  from  the  report  of  the  Surplus  Property  Board  to  the  Congress, 
dated  September  21,  1945,  but  have  been  carefully  reviewed,  insofar  as  power 
costs  are  concerned,  to  determine  their  accuracy.  , 

ITie  main  question  raised  by  this  review  concerns  the  question,  previously  dis- 
cu^^sed,  as  to  whether  the  costs  of  power  from  Alcoa's  own  power  plants  should 
include  return  on  capital  or  only  out-of-pocket  costs  and  depreciation  expense. 
In  table  I  the  estimates  include  only  such  out-of-pocket  costs  and  depreciation 

?rAJi"element  which  enters  into  certain  power  costs  is  the  cost  of  transmission.  — | 
For  the  most  part  such  expense  represents  a  relatively  small  portion  of  Alcoa  s 
power  costs  because  of  the  proximity  of  its  aluminum  plants  to  power-generating 
facilities  On  the  other  hand,  power  purchased  for  the  most  of  the  Government- 
built  plants  is  priced  at  rates  which  are  based  among  other  things  on  the  costs 
ot  far-flung  transmission  systems  designed  for  general  regional  service.^  T 

It  appears  that  the  significant  cost  data  shown  in  the  table  are  those  estimated 
for  the  postwar  period.  These  costs  are  discussed  below  with  reference  to  the 
individual  plants. 

PRIVATE  PLANTS 

Alcoa-owned  plants.— Alcoa's  aluminum-production  capacity  amounts  to  830 
million  pounds  per  year,  distributed  among  five  plants.  Power  for  the  operation 
of  these  five  plants  was  obtained  from  own-generating  sources  and  also  purchased 
from  others.  The  weighted  average  cost  of  power  used  in  these  plants  m  1943  was 
about  2  4  mills  per  kilowatt-hour,  or  2.2  cents  per  pound  of  aluminum.  It  has 
been  estimated  that  postwar  power  costs  in  these  plants  will  be  approximately 
2  mills  per  kilowatt-hour,  or  1.9  cents  per  pound  of  aluminum.  Tins  is  based  on 
Alcoa's  generating  approximately  40  percent  of  the  total  power  requirements  at 
1.28  mills  per  kilowatt-hour  and  purchasing  approximately  60  percent  of  its 
requirements  at  2.45  mills  per  kilowatt-hour.  .  .       - 

As  already  pointed  out,  these  estimated  costs  do  not  include  any  provision  for 
return  on  net  investment  in  power  facilities.  With  allowance  of  a  return  of  5 
percent  and  reduction  of  the  depreciation  allowance  to  2  percent,  it  is  estimated 
that  the  cost  of  power  to  Alcoa's  plants  will  average  just  under  2  mills  for  self- 
generated  power  and  about  2.25  mills  for  all  power  required  for  its  830  million 
pounds  of  annual  aluminum  capacity. 

Reynolds-oimed  plants.— The  Reynolds  Metals  Co.  has  two  aluminum  reduction 
plants :  At  Listerhill,  Ala.,  power  supplied  by  TVA,  with  an  annual  capacity  of 
100  million  pounds ;  and  at  Longview,  Wash.,  power  supplied  by  the  Bonneville 
Power  Administration,  with  an  annual  capacity  of  62  million  pounds.  Reynolds' 
wartime  power  costs  averaged  3.3  mills  per  kilowatt-hour,  or  3  cents  per  pound 
of  aluminum.  Postwar  power  costs  for  the  Reynolds'  plants  are  estimated  at  3 
mills  per  kilowatt-hour,  or  2.7  cents  per  pound  of  aluminum  broken  down  as 
follows :  2 1  mills  per  kilowatt-hour  at  Longview,  and  3.8  mills  per  kilowatt-houV  at 
Listerhill.  As  stated  hereinafter,  the  availability  of  secondary  power  may  reduce 
the  cost  at  Longvnew  to  somewhat  less  than  2  mills. 

Canadian  plants.— The  wartime  power  costs  of  the  Canadian  aluminum  plants 
amounted  to  1.9  cents  per  pound  of  aluminum,  or  about  2.1  mills  per  kilowatt-hour 
of  electric  energy.  This  cost  does  not  reflect  the  full  benefit  of  the  wartime  expan- 
sion, especially  of  the  Shipshaw  project.  Large  advance  payments  by  purchasing 
governments  and  loans  on  very  favorable  terms  paid  for  much  of  the  expansion. 
Special  amortization  allowances  by  the  Canadian  Government  have  further 
reduced  the  net  cost  of  the  new  facilities.  It  is  estimated  in  the  Surplus  Property 
Board's  report  that  the  Canadian  postwar  power  costs  will  amount  to  about  only 
one-fourth  of  the  normal  cost,  or  one-half  cent  per  pound  of  aluminum  (0.56  mill 
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per  kilowatt-hour).  This  low  cost  consists  of  the  very  small  costs  for  operating 
and  maintaining  the  facilities  and  of  the  depreciation  expense  associated  with  40 
percent  of  the  cost  of  the  power  project.  It  is  stated  that  no  interest  is  to  be 
paid  on  the  power  facilities  after  the  war. 

GOVERNMENT-OWNED  PLANTS 

Massena,  N.  Y.,  operated  by  Alcoa ;  power  supplied  by  New  York  Power  &  Light 
Co.,  Central  New  York  Power  Corp.,  and  Consolidated  Edison  Co.  of  New  York 
This  plant,  having  an  annual  capacity  of  108  million  pounds  of  aluminum  experi- 
enced wartime  power  costs  of  6.9  cents  per  pound  of  aluminum,  or  7.75  mills  per 
kilowatt-hour.  The  availability  of  low-cost  competitive  power  for  this  plant 
during  the  postwar  period  is  improbable.  The  only  cheap  power  which  may  be 
available  in  the  region  would  have  to  come  from  Canadian  sources.  At  the 
present  time  Alcoa  has  first  call  on  this  supply.  Should  the  St.  Lawrence  power 
project  be  completed  in  the  near  future,  it  should  offer  low-cost  power  which  would 
probably  put  this  plant  in  a  competitive  position  with  Alcoa  purchased-power 
costs. 

Burlington,  N.  JT.,  operated  by  Alcoa;  power  supplied  by  Public  Service  Elec- 
tric &  Gas  Co.  This  plant  has  an  annual  capacity  of  109  million  pounds  of 
aluminum.     During  the  war  power  costs  amounted  to  5.8  cents  per  pound,  or 

6.7  mills  per  kilowatt-hour.    Postwar  power  available  for  this  plant  could  not- 
be  competitive  because  it  would  have  to  be  supplied  from  steam  sources,  and 
during  1944  fuel  costs  alone  were  2.6  mills  per  kilowatt-hour.    It  has  been  esti- 
mated that  the  lowest  power  costs  would  approximate  5  cents  per  pound    or 
5.5  mills  per  kilowatt-hour.  ' 

Maspeth,  N.  Y.,  operated  by  Alcoa ;  power  supplied  by  the  Consolidated  Edison 
Co.  of  New  York.  This  plant  has  an  annual  capacity  of  297  million  pounds  of 
aluminum.  Wartime  power  costs  at  this  plant  amounted  to  5.7  cents  per  pound, 
or  6.6  mills  per  kilowatt-hour.  This  plant,  like  that  at  Burlington,  must  be 
operated  with  steam-generated  power,  which  it  has  been  estimated  would  cost 
about  5  cents  per  pound  of  aluminum,  thus  making  competitive  postwar  opera- 
tions from  a  power  standpoint  improbable. 

Riverbank,  Calif.,  operated  by  Alcoa ;  power  supplied  by  the  city  of  San  Fran- 
cisco (Hetch-Hetchy  project).  This  plant,  having  an  annual  capacity  of  110 
million  pounds  of  aluminum,  had  wartime  power  costs  of  4.5  cents  per  pound,  or 

4.8  mills  per  kilowatt-hour.  Postwar  power  costs  for  this  plant  have  been  esti- 
mated at  about  3.6  cents  per  pound,  or  3.9  mills  per  kilowatt-hour.  This  would 
indicate  that  a  further  reduction  of  about  50  percent  would  have  to  ensue  before 
a  competitive  situation  could  be  created.^ 

Los  Angeles,  Calif.,  operated  by  Alcoa;  power  supplied  by  the  city  of  Los 
Angeles.  This  plant  has  an  annual  capacity  of  185  million  pounds  of  aluminum. 
Wartime  power  costs  amounted  to  4.1  cents  per  pound,  4.5  mills  per  kilowatt- 
hour.  It  has  been  estimated  that  postwar  costs  of  this  plant  would  be  about 
3  cents  per  pound,  or  3.3  mills  per  kilowatt-hour. 

The  city  of  Los  Angeles  obtains  a  substantial  block  of  power  from  Boulder  Dam. 
A  very  complex  situation  exists  at  Boulder  Dam  with  respect  to  States'  rights, 
allocation  of  costs,  allotments  of  power,  etc.,  which  will  have  to  be  revised  before 
permanent  competitive  power  arrangements  can  be  effected  for  the  Los  Angeles 
plant.  It  is  understood  that  the  city  of  Los  Angeles  is  studying  this  matter  and 
it  is  possible  that  a  reduction  to  about  21/2  mills  for  a  period  of  5  years  may  be 
obtained  with  rates  thereafter  of  approximately  3  mills.  These  rates,  however, 
should  be  confirmed  by  the  city  before  any  definite  conclusion  is  reached  there- 
on. 

Jones  Mills,  Ark.,  operated  by  Alcoa ;  power  from  three  sources.  This  plant 
has  an  annual  capacity  of  152  million  pounds.  Wartime  power  costs  amounted 
to  4.3  cents  per  pound,  or  5  mills  per  kilowatt-hour.  This  plant  is  unique  among 
Government-owned  plants  in  that  its  power  supply  is  provided  from  three  dif- 
ferent sources.  The  foregoing  costs  represent  the  composite  of  these  sources. 
The  plant  operated  four  pot  lines,  two  of  which  obtained  power  from  generating 
facilities  constructed  as  part  of  the  plant.  The  supply  for  the  other  two  lines 
was  purchased  from  outside  sources ;  one  from  a  cooperative,  which  in  turn  re- 

ilt  is  reported  that  difficulties  which  arose  during  the  period  of  wartime  operation  by 
reason  or  fumes  depositing  certain  poisonous  chemicals  on  nearby  farm  lands  gave  rise  to 
nijunction  suits  by  the  residents  of  the  area.     Operation  of  the  plant  may  not.  therefore 
lie  resumed  even  if  lower  power  costs  are  obtainable.  ^  «    , 


ceived  its  requirements  from  Grand  River  Dam;  and  the  other  from  Arkansas 
power  &  Light  Co.,  which  obtained  its  supply  from  the  southwestern  power  pool. 
The  cost  from  the  various  sources  ranged  from  approximately  3.1  mills  tor  en- 
ergy supplied  from  the  plant's  own  facilities  to  6.5  mills  for  that  purchased 
from  private  power  companies. 

It  is  believed  that  two  pot  lines  at  this  plant  could  be  supplied  competitive 
nower  through  the  operati(m  of  the  generating  facilities  of  the  plant  at  a  cost 
of  about  1.9  cents  per  pound,  or  2  mills  per  kilowatt-hour.  Such  power  costs  as- 
sume that  the  investment  in  the  generating  facilities  will  be  written  off  as  a 
war  cost,  thus  leaving  the  cost  of  power  to  be  made  up  of  bare  operating  ana 
maintenance  expenses,  including  fuel  (natural  gas  at  6  cents  per  M  cubic  feet). 
This  assumption  is  consistent  with  the  practices  of  Alcoa  and  other  industries 
which  have  charged  off  the  major  portion  of  their  investments  during  the  war 
neriod  Further  justification  for  such  an  assumption  rests  on  the  fact  that 
if  these  facilities  are  not  used  for  this  purpose  they  will,  in  all  probability,  be 
junked  or  sold  at  salvage  prices,  in  \<'hich  case  the  major  part  of  the  invest- 
ment would  be  charged  to  war  costs.  ,    _„„ 

In  addition  to  the  generating  facilities  referred  to  above  certain  work  was 
undertaken  and  then  suspended  on  a  steam  generating  station  near  the  plant. 
The  possibilities  of  completing  this  station  and  obtaining  cheap  power  there- 
from will  be  studied  and  reported  on  in  the  final  report  in  this  matter. 

Troutdale,  Oreg.  (operated  by  Alcoa),  Spokane,  Wash,  (operated  by  Alcoa), 
Tacoma  wksh.  (operated  by  Olin  Corp.):  These  three  plants  hav^  an  an- 
nual aluminum-producing  capacity  of  400  million  pounds  as  folows:  Troutdale, 
141  million  ;  Spokane,  219  million ;  and  Tacoma,  40  million.  All  of  these  plants 
obtain  their  power  requirements  from  the  Bonneville  Power  Administration 
The  wartime  power  costs  of  the  three  plants  were  approximately  the  same :  1.9 
cents  ner  pound  of  aluminum,  or  2.2  to  2.0  mills  per  kilowatt-hour,  for  Spokane 
and  Tacoma ;  and  2.0  cents  per  pound  of  aluminum,  or  2.3  mills  per  kilowatt-hour 
for  Troutdale.  The  postwar  power  costs  at  these  plants  are  estimated  at  1.9 
cents  ner  round  of  aluminum,  or  an  average  of  2.1  mills  per  kilowatt-hour  of 
energy  Aese  costs  may  be  reduced  to  about  1.75  mills  per  kilowatt-hour 
through  use  of  "secondary"  power,  as  discussed  in  detail  in  answer  to  question  II. 

Question  No  IL— Under  the  existing  laws  affecting  the  sale  of  Federal  power  to 
any  aluminum  plants,  what  reductions  in  rates  or  changes  in  contract  terms 
are  permissiUe,  and  what  icould  he  the  corresponding  costs  of  poicer  for 
each  aluminum  plant  affected? 

Insofar  as  the  rates  themselves  are  concerned,  there  apparently  are  no  statu- 
tory provisions  which  prescribe  their  specific  level  or  form  in  relation  to  any 
specific  industry.  The  Bonneville  Act,  for  example,  provides  as  follows  (sec. 
7)  with  reference  to  rate  schedules: 

"Rate  schedules  shall  be  drawn  having  regard  to  the  recovery  *  *  *  of  the 
cost  of  producing  and  transmitting  such  electric  energy,  including  the  amortiza- 
tion of  the  capital  investment  over  a  reasonable  period  of  years. 

Present  power  policy  provides  generally  that  Federal  power  projects  shall  be 
operated  for  the  benefit  of  the  general  public,  giving  preference  to  public  bodies 
and  cooneratives  and  in  such  a  manner  as  to  insure  the  most  widespread  use 
at  the  Cfst  reasonable  rates.  .  The  rates  now  in  effect  at  existing  Federal 
power  projects  may  be  considered  in  general  as  having  been  designed  to  meet 

these  obiectives 

It  appears  that  a  reduction  in  the  cost  of  power  used  by  aluminum  plants  in 
the  Pacific  Northwest  may  be  effected  through  the.  combined  use  of    firm    and 
"secondary"  power.     (Firm  power  is  defined  as  "power  available  at  all  times 
and  secondary  power,  in  this  instance,  is  defined  as  "power  which  is  available 
only  a  percentage  of  the  time." )  .       ,  .,       ^^  ^  ^  ^     ~ 

It  has  been  estimated  that  about  2y2  billion  kilowatt-hours  of  secondary 
energy  will  be  available  on  the  average  annually  from  Grand  Coulee  and  Bonne- 
ville projects  Of  this  amount  1  billion  kilowatt-hours  (equivalent  to  about  100 
million  pounds  of  aluminum  annually)  might  be  available  for  the  production 
of  aluminum  at  a  rate  of  about  1  mill  per  kilowatt-hour.  The  annual  capacity 
of  the  three  Government-owned  aluminum  plants  in  the  Grand  Coulee-Bonne- 
ville  territorv  is  400  million  pounds,  requiring  approxunately  4  billion  kilowatt- 
hours  of  energy.  The  present  average  rate  of  about  2  mills  P^^  kilowatt-hour 
for  firm  energy  would  result  in  an  annual  power  bill  of  about  $8,000,000  for  tne 
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4  billion  kilowatt-hours.  The  introduction  of  1  billion  kilowatt-hours  of  second- 
ary power  would  reduce  this  bill  by  $1,000,000  to  $7,000,000  per  year,  or  an  aver- 
age of  1.75  mills  per  kilowatt-hour. 

It  would  api)ear,  therefore,  that  power  costs  in  the  Pacific  Northwest  are 
definitely  competitive  with  the  average  cost  of  Alcoa  of  its  own-generated  and 
purchased  energy.  However,  if  return  on  capital  is  omitted,  the  power  costs  in 
Alcoa's  own  generating  plants,  which  can  generate  sufficient  energy  to  produce 
300  million  pounds  of  aluminum  per  year,  are  estimated  at  1.28  mills  per 
kilowatt-hour,  substantially  lower  than  the  lowest  costs  estimated  for  power 
delivered  from  Federal  power  projects.  On  the  other  hand,  power  other  than 
own-generated  is  estimated  to  cost  Alcoa  an  average  of  2.45  mills  per  kilowatt- 
hour,  which  is  somewhat  higher  than  the  estimated  power  costs  to  Government 
plants. 

It  appears,  therefore,  that  while  Alcoa  may  have  a  definite  competitive  ad- 
vantage insofar  as  the  market  for  300  million  pounds  of  aluminum  production 
is  concerned,  the  Government  plants  in  the  Pacific  Northwest  are  obviously  in 
a  favorable  competitive  position  for  the  market  in  excess  of  300  million  i)ounds 
of  aluminum  per  year.  In  1940  total  aluminum  sales  in  the  United  States 
amounted  to  about  447  million  pounds  of  aluminum  of  which  Alcoa  sold  some 
413  million,  or  92  percent. 

There  has  been  considerable  discussion  recently  of  the  contract  provisions  for 
the  sale  of  electric  power  from  Federal  power  projects,  especially  with  reference 
to  the  length  of  the  contract  term  and  the  payment  for  a  fixed  amount  of  power. 
T Changes  in  these  provisions  can  be  made  without  special  legislation. 

Question  No,  III. — What  changes  in  existing  laics  might  be  desirable  that  would 
bring  the  cost  to  the  consumer  of  Federal  power  at  the  various  projects  down 
to  a  level  com,petitive  with  (c)  the  Alcoa-generated  power  and  (ft)  the 
Canadian  power  (Shipshaw)?  What  policy  questions  would  be  raised  by 
such  proposed  changes? 

Since  it  does  not  appear  possible  without  subsidies  for  the  Federal  power  proj- 
ects to  approach  the  low  cost  of  power  estimated  for  Shipshaw,  attention  will  be 
directed  to  part  (a)  of  this  question. 

As  indicated  in  the  previous  discussion,  it  is  our  tentative  conclusion  that  no 
changes  in  the  law  will  be  required  to  enable  operators  of  the  Government-built 
aluminum  plants  in  the  Northwest  and  in  Arkansas  to  obtain  power  at  rates  which 
will  be  competitive  with  the  power  costs  to  Alcoa's  plants.  We  have  further 
indicated  that,  with  the  exception  of  the  Massena  plant  when  St.  Lawrence  power 
is  developed,  there  is  no  possibility  of  providing  Government-built  plants  in  the 
East  with  power  at  rates  competitive  with  Alcoa's  costs. 

This  leaves  for  consideration  the  plant  located  at  Los  Angeles  and  served  by 
the  Los  Angeles  Department  of  Water  and  Power.  The  department's  supply  of 
power  is  dependent  to  a  considerable  extent  on  power  from  the  Federal  Boulder 
Dam  project.  The  department  has  indicated,  as  noted  above,  that  for  a  period 
it  can  supply  power  for  the  aluminum  plant  at  2V^  mills,  with  permanent  supply 
on  a  3  mill  per  kilowatt-hour  basis. 

It  should  be  pointed  out,  however,  that  power  from  Boulder  Dam  today  carries 
higher  proportional  fixed  charges,  based  on  statutory  allocations  and  interest  rate, 
than  other  federally  financed  hydroelectric  projects.  If  consideration  should  be 
given  to  amendment  of  the  Boulder  Dam  Act,  to  place  it  more  on  a  par  economically 
with  such  other  projects,  the  Los  Angeles  municipal  system  should  be  able  to 
reduce  the  rates  offered  the  local  aluminum  plant  to  a  more  nearly  competitive 
level. 

Respectfully  submitted, 

Leland  Olds,  Acting  Chairman. 

NOVEMBEB  20,  1945. 


Table  I. — Aluminum  production  costs — Representative  wartime  costs  and  estimated 

postwar  costs 

rnata  from  report  on  the  Surplus  Property  ^oard  to  the  Congr^  on  aluminum  plants  and  facilities;  from 
^Bonneville.  Power  Administration  report  on  power  costs,  alummum  reduction  plants;  and  from  the 
report  of  the  Attorney  General  on  the  aluminum  industry] 


Plants 


United  States  owned  plants: 

Massena,  N.  Y.> »- 

Burlington,  N.  J.* 

Maspeth,  N.  Y.2 

Riverbank,  Calif.*- 

Los  Angeles,  Calif .« 

Jones  Mills,  Ark.* ' 

Troujtdale,  Oreg.» 

Spokane,  Wash.* .-. 

Tacoma,  Wash.* 


Annual 
capacity 


Production  costs 


War  period. 


Total  oper- 
ating cost 


Alcoa-owned  plants: » 
Vancouver,  Wash — 

Massena,  N.  Y 

Niagara  Falls,  N.  Y. 

Alcoa,  Tenn 

Badin,  N.  C.^ 


Reynolds  Metals  Co.  plants: 

Listerhill,  Ala 

Longview,  Wash 

Canadian  plants 


Millions 
pounds 
108 
109 
297 
110 
185 
152 
141 
219 
40 


172 
164 
42 
341 
111 


Cents  per 
pound 
16.2 
16.7 
15.9 
14.7 
13.9 
13.1 
11.6 

n.4 

15.4 


(•) 
(•) 
(•) 
(8) 
C) 


Power 
cost 


100 

62 

10  672 


(•) 


13.1 


Cents  per 
pound 
6.9 
5.8 
5.7 
4.5 
4.1 
4.3 
2.0 
1.9 
1.9 


L9 
2.1 
1.4 
2.3 
2.6 


Postwar  period 


Total  oper- 
ating cost 


Cents  per 
pound 
8. 3-9. 3 
14.0 


3.8 

1.8 
1.9 


13.2 

11.4-11.9 

10.  2-10. 8 

8.  2-9.  7 

8.5-9.3 

8. 8-9.  3 

10. 0-10.  5 


8.0^.6 
8. 2-9. 4 
8.0-9.1 
8. 1-9.  3 
7. 6-9. 3 


Power 
cost 


6.7 


CenJs  per 

pound 

1. 6-1. 9 

5.0 

5.0 

3.6 

3.0 

1. 9-3.  2 

1.9 

1.9 

1.9 


Power 

cost 


Mills  per 
kiloivatt- 
hour 
1. 75-2. 1 
5.5 
5.5 
3.9 
3.3 
2. 1-3. 6 
2.1 
2.1 
2.1 


1.9 
1.6 
1.4 
2.1 
,4-2.0 


L9 

3.2 

1.9 

.5 


2.1 
1.8 
1.6 
2.3 

1.6-2.2 


»2.l 

3.6 
2.1 
.  56- 


1  For  postwar  period,  1.75  mills  per  kilowatt-hour  only  if  St.  Lawrence  project  power  is  available,  or  2.1 
mills  per  kilowatt-hour  for  Canadian  imports. 

'  Operated  by  Alcoa.  ,..  ^^-j-         i*-  *_» 

3  For  postwar  period,  lower  cost  is  for  operating  and  maintenance  costs  of  engine-driven  electric  generators; 
higher  costs  assume  completion  of  steam-electric  plant  and  includes  depreciation  on  that  plant  but  excludes 
depreciation  on  engine-driven  units  which  is  included  in  total  allowance  for  depreciation. 

*  Operated  by  Olin  Corp.  .     ,    ^    .  .       .       ^       ,  *  ^  *     •*  v.    a 

»  Power  costs  shown  for  Alcoa-owned  plants  do  not  include  interest  costs  related  to  its  own  or  subsid- 
iary-owned electric-generating  plants. 

«  These  costs  are  not  available.  ,  ^.      ^    j.  ^  ^  j-*ui* 

'  Postwar  power  costs  depend  on  the  proportion  of  own-generation  to  total  energy  used  m  the  plant. 
Estimatedweightedaverageisl.94millsperkilowatt-hour,  or  1.75  cents  per  pound.  ,      ,  „„ 

8  This  cost  of  power  for  Alcoa's  aluminum  plants  is  the  weighted  average  of  own  generating  costs— 1.28 
mills  per  kilowatt  hour  and  purchased  power  costs— 2.45  mills  per  kilowatt-hour. 

» Not  available. 

10  Production  in  1942. 

Senator  O'Mahoney.  Mr.  Symington,  yesterday  afternoon,  after 
you  had  left  the  hearing  room,'^Senator  Kevercomb  suggested  that  he 
would  like  to  have  the  record  show  a  response  from  you,  or  from  your 
counsel,  on  the  question  as  to  the  legal  authority  of  the  Surplus  Prop- 
erty Administrator  to  dispose  of  plants  within  the  category  of  sec- 
tion 19,  after  the  expiration  of  the  80-day  period.  That  w^as  the 
reason  that  you  were  requested  to  be  here  this  morning.  I  recognize 
the  fact  that  you  have  another  committee  hearing  this  afternoon,  and 
probably  would  like  to  depart  as  soon  as  possible. 

Senator  Revercomb,  before  he  left  this  morning,  indicated  to  me 
that  Senator  McClellan  had  the  same  question  in  mind,  and  I  will 
now  ask  Senator  McClellan  to  pose  the  inquiry. 

Senator  McClellan.  Mr.  Chairman,  I  think  I  asked  the  question 
yesterday,  myself,  and  after  I  asked  the  question  Senator  Revercomb 
wanted  Mr.  Symington  to  answer  it. 

Senator  O'Mahoney.  That  is  right. 
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Senator  McClellan.  I  asked  the  question  of  Mr.  Husbands,  and 
would  have  been  glad,  of  course,  to  have  asked  Mr.  Symington  had 
he  been  present,  because  I  am  very  anxious,  Mr.  Symington,  to  clear 
up  this  one  issue. 

Mr.  Symington.  Yes,  sir. 

ADDITIONAL  STATEMENT  OF  W.  STUART  SYMINGTON,  SURPLUS 
PROPERTY  ADMINISTRATOR,  ACCOMPANIED  BY  H.  B.  COX,  GEN- 
ERAL COUNSEL,  SURPLUS  PROPERTY  ADMINISTRATION 

Senator  McClellan.  Under  this  subsection  (c)  of  section  19  of 
the  Surplus  Property  Act,  I  read : 

With  respect  to  the  property  listed  in  classes  1  to  8,  inclusive,  no  disposition 
shall  be  made  or  authorized  until  30  days  after  such  report  (or  additional  report) 
has  been  made  while  Congress  is  in  session,  except  that  the  Board  may  authorize 
any  disposal  agency  to  lease  any  such  property  for  a  term  of  not  more  than  5  years. 

What  I  want  to  ascertain  from  you  is  your  interpretation  with 
respect  to  this  provision  of  the  existing  statute,  in  view  of  develop- 
ments with  respect  to  these  cancellations,  and  your  efforts  to  dispose 
of  these  plants.  Having  filed  your  report,  the  30  days  will  expire  on 
the  21st  of  this  month.  Now,  if  the  Congress  takes  no  affirmative 
action  on  this  report,  would  you  regard  its  failure  to  take  such  affirma- 
tive action  as  an  acquiescence  in  the  policies  announced  in  the  report, 
and  would  you  feel  free  then  to  accept  a  proposition  such  as  that  of  the 
Keynolds  Metals  Co.  and  enter  into  contracts  for  the  disposal  or  lease 
of  the  property  accordingly,  if  the  Congress  takes  no  action  within 
this  30  days  time  ? 

Mr.  Symington.  Senator,  it  seems  that  I  might  divide  that  into  two 
answers.  One  would  be  the  legal  answer,  whether  we  had  the  right 
to  'enter  into  any  subsidy — that  word  has  been  kicked  about  a  bit 

Senator  McClellan  (interposing).  I  want  you  to  answer  it  as  to 
that,  and  then  I  also  want  you  to  answer  it  specifically  as  to  the 
Revnolds  proposal. 

Mr.  Symington.  Well,  could  Mr.  Cox  first  answer  it  from  the  legal 
end? 

Senator  McClellan.  Yes.    I  just  wanted  to  get  the  record  straight. 

MR.  OOX  REPLIES  TO  QUESTIONS  AS  TO  AUTHORITY  OF  SPA  TO  DISPOSE  OP 

PLANTS  THROUGH  SALE  AND  LEASE 

Mr.  Cox.  Senator,  I  think  the  answer,  so  far  as  our  legal  authority  is 
concerned,  is  this,  that  even  before  the  report  was  filed  we  had  the  legal 
authority  to  authorize  a  lease  for  5  years.  After  the  report  is  filed,  I 
think  in  the  absence  of  specific  action  by  Congress  we  have  the  legal 
authority  to  dispose,  to  make  any  arrangement  for  the  disposition  of 
the  plant  which  falls  within  the  limits  of  our  legal  authority  under 
the  statute. 

Specifically  as  to  the  Keynolds  offer,  I  understand  the  situation  is 
this,  that  Mr.  Goodloe  testified  yesterday  that  as  to  the  risk-sharing 
aspect  of  the  Keynolds  offer,  he  thought  the  RFC  had  the  legal  au- 
thority under  its  statute  to  consummate  that  transaction.  I  think  in 
that  respect  I  at  least  would  be  guided  by  Mr.  Goodloe's  opinion  as  to 
the  scope  of  his  own  powers,  and  that  as  far  as  that  branch  of  the 
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question  is  concerned  I  would  be  prepared  to  say  that  the  Board  then 
had  the  authority  to  authorize  that  part  of  the  Reynolds  offer. 

The  part  of  the  Reynolds  offer  that  I  have  doubts  about,  and  I  under- 
stand Mr.  Goodloe  has  doubts  about  our  legal  authority  to  make,  is  that 
part  of  the  offer  which  requires  the  Government  to  buy  the  mgot.  i 
think  we  have  no  authority  under  our  statute  to  do  that.  I  under- 
stand, subject  to  Mr.  Goodloe's  correction,  that  he  believes  he  has  no 
authority  under  this  statute  to  buy  ingot,  although  he  does  believe  he 
has  authority  to  approve  or  to  make  a  transaction  for  the  sharing  of 

the  risk.  .  ,     ,  .      i  i?  .i         i,-    i. 

(A  letter  by  Mr.  Goodloe,  dealing  with  this  phase  of  the  subject, 

appears  on  p.  93  of  this  record.)  -. ,  ,     .,  .         -^        ^^ 

So  I  think,  to  summarize  my  answer,  it  would  be  this,  as  it  applies 
to  the  Reynolds  offer— that  we,  in  the  absence  of  action  by  Congress, 
would  be  authorized  to  make  a  transaction  of  that  kind,  with  the  pos- 
sible and  with  the  probable  exception  that  we  would  not  be  able  to 
approve  or  adopt  that  part  of  the  transaction  which  requires  the 
Government  to  buy  the  ingot. 

Does  that  answer  your  question,  sir,  from  a  legal  angle  i  -..,    . 

Senator  McClellan.  Substantially,  with  this  one  exception:  What 
I  am  trying  to  ascertain  primarily  is  whether,  if  Congress  takes  no 
action  on  this  report,  then  the  policies  that  you  have  reported  and 
propose  to  pursue  become  the  adopted,  legalized,  and  authorized  poli- 
cies to  guide  your  agency  ?  ,rm    .1  IJ  • 

Mr.  Cox.  We  have  the  authority  to  do  that.  WTiether  we  would  is 
another  question  that  Mr.  Symington  can  answer. 

Senator  McClellan.  I  mean  that  that  is  the  legal  effect  of  it. 

Mr.  Cox.  Yes;  that  is  correct.  ,  .      -,     ^ 

Senator  McClellan.  That  you  are  then  given  the  authority  to 
pursue;  in  other  words,  the  policies  you  have  reported  and  propose  to 
pursue,  if  there  is  no  action  by  Congress,  become  the  binding  policies 
and  have  the  effect  of  law  as  to  the  course  you  are  authorized  to  pursue 
in  the  disposal  of  the  property?  ^         ,      -  .,  ^ 

Mr.  Cox.  That  is  correct,  sir,  with  this  qualification :  the  failure  of 
Congress  to  act,  of  course,  does  not  expand  the  powers  that  we  are 

given  by  statute. 
Senator  McClellan.  I  understand  that.    It  would  not  enlarge  upon 

your  powers. 

Mr.  Cox.  In  other  words,  if  we  have  no  authority  to  buy  the  mgot, 
the  failure  of  Congress  to  act  on  this  report  would  not  give  us  that 

authority. 

Senator  McClellan.  But  it  would  make  conclusive  and  binding  the 
authority  to  share  losses  and  to,  in  effect,  subsidize  the  operation'^ 

Mr.  Cox.  That  is  correct.  At  least  we  would  have  the  legal  author- 
ity to  proceed  on  that  basis,  taking  Mr.  Goodloe's  answer  of  yesterday 
that  he  has  that  authority. 

Senator  McClellan.  He  said,  as  I  understood  him,  that  he  would 
have  to  come  back  to  you  to  determine  whether  you  had  the  authority. 

Mr.  Cox.  No ;  I  don't  believe  he  said  that. 

Senator  McClellan.  If  I  am  not  mistaken,  that  is  what  he  said. 

Mr.  Cox.  I  understood  that  they  would  come  back  to  us  for  approval 
of  the  transaction,  and  not  on  legal  grounds  but  on  policy  grounds. 
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But  Mr.  Goodloe's  opinion  is  that  under  the  RFC  statute  they  have 
the  authority  to  make  that  kind  of  a  contract. 

Senator  McClellan.  In  other  words,  your  answer  is  simply  this: 
Yes,  you  would  have  the  authority,  and  it  would  become  the  fixed 
policy  of  Congress  and  of  your  administration,  and  that  you  could 
enter  into  the  contract  proposed,  or  accept  the  proposal  of  the  Reynolds 
Metals  Co.,  subject  to  one  doubt  that  you  now  entertain,  and  that  is  as 
to  whether  you  have  the  authority  to  obligate  the  Government  to  buy 
the  ingot. 

Mr.  Cox.  Yes,  sir.  That  is  not  a  doubt  in  my  mind.  I  am  quite 
clear  that  at  least  the  Surplus  Property  Board  does  not  have  authority. 

Senator  McClellan.  That  you  do  not,  but  the  question  is  whether 
the  RFC  has? 

Mr.  Cox.  Yes. 

REYNOLDS  AND  COLUMBIA  METALS  PROPOSITIONS  ACCEPTABLE,  BARRING 
PURCHASE  OF  INGOT,  IN  OPINION  OF  GENERAL  COUNSEL 

Senator  O'Mahonet.  Mr.  Cox,  is  it  not  true  that  except  for  the 
opinion  which  you  have  that  there  is  no  authority  under  the  Surplus 
Property  Act  to  purchase  ingot,  there  is  complete  authority  to  lease 
any  of  these  plants ;  so  that  the  Reynolds  offer,  if  it  did  not  involve 
the  purchase  of  ingot,  being  a  lease  would  be  within  the  authority  of 
the  Surplus  Property  Act  without  report  to  Congress  ? 

Mr.  Cox.  That  is  correct,  sir. 

Senator  O'Mahoney  So  that  any  lease  was  specifically  exempted 
from  the  effect  of  section  19,  and  paragraph  (c)  of  section  19,  from 
which  Senator  McClellan  read,  has  the  effect  only  of  saying  that  you 
have  no  authority  to  sell  a  plant  until  after  30  days  have  expired? 

Mr.  Cox.  That  is  coi  rect ;  and  I  so  stated  in  the  opening  part  of  my 
statement. 

Senator  McClellan.  Let  me  clarify  it  a  little  further.  You  main- 
tain that  now,  under  the  Surplus  Property  Act,  irrespective  of  your 
report,  you  have  the  authority  to  accept  the  Reynolds  proposal  and 
enter  into  a  lease  upon  the  terms  stated  in  his  proposal,  obligating  the 
Government  to  bear  losses  for  a  period  of  5  years — I  don't  mean  that 
you  would  bear  losses  for  5  years,  but  you  bear  all  of  them  for  the 
first  year— but  do  you  have  that  authority  now,  according  to  your 
interpretation  of  the  Surplus  Property  Disposal  Act,  to  enter  into 
that  contract,  just  accept  the  proposal,  irrespective  of  waiting  this 
30  days  for  Congress  to  act '? 

Mr.  Cox.  It  is  my  opinion  that  we  have  the  authority  to  make  a  lease 
for  5  years ;  and  that,  accepting,  as  I  do,  Mr.  Goodloe's  opinion  as  to 
the  scope  of  his  legal  powers,  we  could  accept  the  Reynolds  proposition 
for  5  years,  barring  the  purchase  of  the  ingot. 

Senator  McClellan.  In  other  words,  you  could  accept  his  proposi- 
tion obligating  the  Government  to  assume  all  losses  for  the  first  year, 
and  85  percent  of  the  losses  thereafter,  for  a  period  of  5  years  ? 

Mr.  Cox.  Whatever  the  Reynolds  offer  is. 

Senator  McClellan.  You  recall  that? 

Mr.  Cox.  I  was  not  here  yesterday  afternoon  when  it  was  discussed 
in  detail,  but  I  understand  that  that  is  their  offer. 


Senator  McCLELLA^^.  That  is  correct;  and  your  ij^terp^f^^f ^.^^^^^ 
the  act  is  that  you  have  that  authority  now  irrespective  of  the  report 
and  the  action  that  Congress  may  take  on  it  ? 

Mr.  Cox.  Barring  the  purchase  of  the  mgot. 

Senator  McClelian.  I  understand  that.  ,,  ^  ,      .      ij 

MrBoRCHARirr.  In  case  Reynolds  and  Columbia  Metals  should 
insist  that  the  purchase  of  ingot  is  an  md'^pensable  part  of  their 
offer,  and  since  you  say  you  do  not  have  the  power  to  accept  that 
kind  4  a  proposition,  do4  the  Government  then  have  before  it  any 
kind  of  an  offer  for  any  aluminum  plants? 

Mr  Cox.  Well,  the  oAly  offers  that  I  know  of  are  the  Reynolds  offer, 
Columbia  Metals  offer,  and  the  offer-if  it  can  so  be  described-as 
made  in  the  letter  of  July  24  by  Alcoa. 

ALCOA'S  POSITION,  IN  CASE  ALL  OTHER  OFFERS  ARE  UNACCEPTABLE, 

EXPLAINED 

Mr.  BoRCHARDT.  That  would  mean  if  you  would  have,  for  legal  rea- 
sons, to  turn  down  the  Reynolds  offer  and  the  Columbia  Metals  offer, 
that  would  leave  you  only  with  Alcoa  ?  „  ^4  ^\,a  ^if^v^ 

Mr.  Cox.  That  is  correct,  with  my  understanding  of  the  offers 
Mr.  BoRCHARDT.  Would  you,  under  the  decision  of  the  court,  be 
authorized  to  sell  any  of  the  plants  to  Alcoa? 
Mr  Cox.  I  beg  your  pardon  ?  .        i      i    •  •         .c 

Mr*.  BORCHARDT.  Would  you  be  authorized,  under  the  decision  of 
the  court  and  under  the  letter  of  the  Attorney  General,  to  lease  or  sell 
anvof  the  plants  to  Alcoa?  ,      i-v  •  •     +v,^ 

Mr.  Cox:  The  letter  of  the  Attorney  General,  which  is  now  m  the 
record,  I  construe  as  a  direction  to  us  that  we  cannot  sell  any  ot  the 
kev  alumina  or  aluminum  plants  to  Alcoa  unless  that  disposition  is 
accompanied  by  some  corresponding  divestiture  of  properties  that 

they  now  own.  -    ^^  ^  ^uv> 

Mr.  BORCHARDT.  Would  not,  then,  the  Congress  be  conironted  with 
the  following  situation :  that  if  Reynolds  and  Columbia  Metals  insist 
on  the  ingot  purchase  provision.  Congress  would  then  have  to  author- 
ize such  purchase  or  would  have  to  legalize  a  monopoly  to  enab  e  you 
to  sell  to  Alcoa  ?  And  failing  to  do  either  one,  the  plants  would  have 
to  be  shut  down,  is  that  correct  ? 
Mr.  Cox.  I  think  that  is  correct.  ^  ^i    ^     i.  4- 

I  think,  sir,  if  I  may  amplify  my  answer  to  that  a  little,  that  what 
the  Surplus  Property  Administration  would  have  to  do  in  those  cir- 
cumstances would  be  to  report  to  the  Attorney  General  that  we  were 
unable  to  sell  the  plants,  and  permit  him  then  to  take  such  action  m  the 

litigation  as  he  saw  fit.  . 

Mr.  BoRCHARDT.  In  other  words,  under  present  circumstances  the 
Congress  would  have  to  take  action  either  way  in  order  to  permit  a 
disposal  to  Columbia  Metals  or  Reynolds  on  the  one  hand,  or  to  Alcoa 
on  the  other  hand,  so  that  you  absolutely  depend  upon  action  on  the 
part  of  Congress  now  before  you  can  proceed  any  further,  unless  Reyn- 
olds and  Columbia  modify  their  offer  to  the  extent  of  leaving  out  the 
ingot  purchase  provision  ? 

Mr.  Cox.  That  is  correct,  from  my  understanding. 
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Senator  McClellan.  To  clarify  one  thing,  you  made  reference  to 
the  oflFer  you  have  from  Alcoa.    Do  you  have  an  offer  from  Alcoa  ? 

Mr.  Cox.  I  don't  know  whether  you  can  describe  it  as  an  offer  or  not, 
but  I  am  referring  to  that  letter  which  was  read  into  the  record 
yesterday. 

Senator  McClellan.  Just  a  general  letter  that  they  were  willing  to 
negotiate  ? 

Mr.  Cox.  The  letter  will  speak  for  itself.  I  think  it  contains  some 
references  to  and  proposals  about  specific  plants. 

Senator  McClellan.  May  I  ask  one  further  question.  Will  you 
point  out  the  provision  in  the  Surplus  Property  Act  that  you  contend 
gives  you  that  authority  now,  or  do  you  just  refer  to  the  general 
provisions  of  the  act  all  the  way  through  ? 

Mr.  Cox.  You  mean  the  authority  to  make  a  lease  for  5  years? 

Senator  McClellan.  No,  but  whereby  you  could  make  a  lease  bind- 
ing the  Government  to  absorb  losses.  Is  there  any  specific  provision 
in  the  act  authorizing  you  to  do  that,  in  making  a  lease  ? 

Mr.  Cox.  Senator,  I  regret  that  I  appear  not  to  have  made  myself 
clear  on  that  point.  I  testified  the  day  before  yesterday — and  I  do  not 
change  or  qualify  that  testimony  in  any  way— that  there  is  nothing 
in  the  Surplus  Property  Act  itself  that  authorizes  a  lease  of  that 
kind.  There  is  a  provision  in  the  Surplus  Property  Act  which  leaves 
unimpaired  and  saves  the  disposal  powers  and  other  powers  of  the 
other  Government  agencies  that  dispose  of  property.  Mr.  Goodloe 
testified  yesterday  that  he  found  in  the  statutes  that  set  up  and  control 
the  RFC,  authority  to  make  a  lease  of  that  kind;  and  it  is  from  those 
statutes  that  the  authority  comes. 

Senator  McClellan.  It  is  not  in  the  Surplus  Property  Act,  that 
specific  authority? 

Mr.  Cox.  That  is  correct,  except  that  the  Surplus  Property  Act 
does  not  impair  the  authority,  and  expressly  so  provides,  that  is  given 
by  the  RFC  statute.  t-        J      f  ,  & 

Mr.  BoRCHARDT.  Could  you  express  it  this  way :  That  the  Surplus 
Property  Act  permits  the  utilization  of  power  granted  to  other  agen- 
cies for  the  purposes  of  achieving  the  purposes  of  the  act? 

Mr.  Cox.  I  am  indebted  to  you  for  that  description.  I  think  that 
is  right. 

Senator  McClellan.  I  only  wanted  to  clarify  the  record  that  the 
authority  is  not  specifically  in  the  Surplus  Property  Act,  and  what  I 
am  trying  to  determine  is  what  is  the  effect  of  having  to  wait  30  days? 
Does  it  apply  only  to  sales  ? 

Mr.  Cox.  It  does. 

Senator  McClellan.  And  not  to  leases? 

Mr.  Cox.  That  is  right. 

Senator  McClellan.  Within  a  term  of  5  years? 

Mr.  Cox.  That  is  my  understanding. 

CLAEIFTING  SPA  AUTHORITY  UNDER  VARIOUS  STATUTES 

Senator  McClellan.  I  just  wanted  to  clear  up  the  legal  aspect  of 
this  whole  procedure,  just  what  we  are  driving  at. 

Mr.  Cox.  I  think,  as  Mr.  Borchardt  says,  that  this  act  makes  it  clear 
that  we  are  entitled  to  and  should  use  the  powers  given  by  other 


statutes,  and  that  the  power  to  make  this  lease  comes  from  the  other 
statutes;  and  I  would  prefer  to  have  that  statute  discussed  by  Mr. 

Goodloe.  ,         ,      -.-■    TT    1.     J 

Senator  McClellan.  It  appears  to  me,  then,  that  Mr.  Husbands  or 
Mr.  Goodloe  should  be  able  to  answer  definitely  with  respect  to  thatj 
whereas,  yesterday  they  referred  me  back  to  Mr.  Symington. 

Senator  O'Mahoney.  Perhaps  this  question  may  be  clarified  a  lit- 
tle more  by  a  specific  reference  to  section  19,  to  the  body  of  section  19. 
In  paragraph  (a)  it  will  be  observed  that  there  are  12  categories  of 
surplus  property,  each  separately  numbered.    The  law  says : 

The  Board,  in  cooperation  with  the  various  disposal  agencies,  shall  prepare 
and  submit  to  the  Congress  within  S  months  after  enactment  of  this  act  a  report 
as  to  each  of  the  following  classes  of  surplus  property  (not  including  any  plant 
which  cost  the  Government  less  than  $5,000,000)  — 

then  there  are  listed  (1)  aluminum  plants.  (2)  magnesium  plants; 
(3)  synthetic  rubber  plants ;  (4)  chemical  plants ;  (5)  aviation  gaso- 
line plants;  (6)  iron  and  steel  plants;  (7)  pipe  lines;  (8)  patents; 
(9)  aircraft  plants;  (10)  shipyards;  (11)  transportation  facilities; 
and  (12)  radio  and  electrical  equipment. 

Then  the  section  proceeds  to  say  what  the  report  shall  contain. 

Then  when  we  come  to  subparagraph  (c)  we  find  that  the  require- 
ment for  the  report  is  specifically  limited  to  only  some  of  these  cate- 
gories, because  paragraph  (c)  begins: 

Whenever  the  Board  may  deem  it  to  be  in  the  interest  of  the  objectives  of  this 
act  it  may  authorize  the  disposition  of  any  surplus  property  listed  in  classes  9 
to  12,  inclusive,  of  subsection  (a)  of  this  section. 

This  is  a  specific  declaration  of  authority  to  the  Surplus  Property 
Administration  to  authorize  the  disposition  of  any  surplus  property 
listed  in  classes  9  to  12.    That  seems  to  be  an  authority  without  limit. 

Then  the  next  sentence  is  the  one  we  have  been  discussing : 

With  respect  to  the  property  listed  in  classes  1  to  8,  inclusive,  no  disposition 
shall  be  made  or  authorized  until  30  days  after  such  report  (or  additional  re- 
port) has  been  made  while  Congress  is  in  session,  except  that  the  Board  may 
authorize  any  disposal  agency  to  lease  any  such  property  for  a  term  of  not  more 
than  5  years. 

It  seems  to  me  to  be  clear— and  this,  I  am  sure,  was  the  understand- 
ing of  the  committee  oUt  of  which  the  bill  came— that  the  Board  was 
given  the  broadest  kind  of  authority  to  dispose  of  certain  categories 
of  property,  namely,  aircraft  plants,  shipyards,  transportation  facil- 
ities, and  radio  and  electrical  equipment,  regardless  of  how  long  the 
report  was  before  Congress. 

With  respect  to  all  property,  the  Board  has  the  authority  to  grant 
leases  for  not  more  than  5  years.  But  as  to  sales,  it  is  limited,  with 
respect  to  categories  1  to  8,  to  make  no  sale  until  30  days  have  expired. 

Senator  McClellan.  Mr.  Chairman,  is  Mr.  Goodloe  present?  I 
would  like  to  pursue  this  now  and  ask  him 

Senator  O'Mahoney.  I  don't  think  he  is  present. 

Mr.  Borchardt.  I  thinkj  Senator  McClellan,  that  yesterday  Mr. 
Goodloe  stated  that  he  believed  the  KFC  Act  did  give  the  disposal 
agency  the  authority 

Senator  McClellan  (interposing).  He  probably  did  state  it,  but 
I  thought  if  I  could  follow  it  through  here  we  could  completely  cover  it. 


I 


:F'1 


146 


ALUMINUM   PLANT  DISPOSAL 


ALUMINUM   PLANI    DISPOSAL 


147 


J 


Mr.  Cox.  Without  engaging  in  responsive  readings,  I  wonder,  Sen- 
ator, if  it  might  not  be  well  for  me  to  read  into  the  record  those  pro- 
visions of  section  34  (a)  that  have  to  do  with  the  effect  of  other 
statutes  authorizing  disposal. 

Senator  O'Mahoney.  I  think  it  would  be  well,  so  that  as  far  as  pos- 
sible we  can  get  this  legal  authority  cleared  up. 

Mr.  Cox.  Section  34  (a)  provides,  in  part,  as  follows: 

ITie  authority  conferred  by  this  Act  is  in  addition  to  any  authority  conferred 
by  any  other  law    *     *     *^ 

The  rest  of  that  sentence  is  not  relevant,  but  the  next  sentence  reads 
as  follows : 

This  act  shall  not  impair  or  affect  any  authority  for  the  disposition  of  property 
under  any  other  law,  except  that  the  Board  may  prescribe  regulations  to  govern 
any  disposition  of  surplus  property  under  any  such  authority  to  the  same  extent 
as  if  the  disposition  were  made  under  this  Act,  whenever  it  deems  such  action 
necessary  to  effectuate  the  objectives  and  policies  of  this  Act. 

Mr.  BoRCHARDT.  Mr.  Chairman,  would  it  be  proper  to  request  Mr. 
Symington  to  notify  your  subcommittee  in  case  a  stalemate  develops 
which  would  prevent  him  from  accepting  any  offer  on  the  part  of 
Ee3niolds  or  Columbia  (in  view  of  the  ingot  provision,  which  to  accept 
he  has  no  power)  and  in  case  he  finds  he  cannot  sell  to  Alcoa,  to  let 
this  committee  know  what  the  situation  is  and  what  action  on  the  part 
of  Congress  might  be  required  in  order  to  avoid  a  continuance  of  that 
stalemate  ? 

Senator  O'Mahoney.  I  think  that  would  be  helpful;  but  I  think 
the  record  ought  to  show  that  Mr.  Symington,  and  the  Surplus  Prop- 
erty Board  before  him,  have  shown  every  disposition  to  disclose  to 
Congress  every  step  in  this  very  complicated  and  difficult  task  of  sur- 
plus property  disposal.  I  would  not  want  any  implication  to  arise 
from  the  request  that  there  was  any  lack  of  complete  cooperation 
between  the  committee  and  the  Surplus  Property  Administration. 

Mr.  BoRCTiARDT.  I  didn't  mean  to  give  that  implication. 

Senator  O'Mahoney.  I  know  you  didn't.  I  wanted  to  avoid  the 
possibility  of  that  implication. 

Senator  McClellan.  I  don't  see  how  he  could  do  otherwise  when 
he  gets  where  he  can't  go  further. 

VEXING  QUESTIONS  ARISE,  INCLUDING  SUBSIDIES 

Mr.  Sy]viington.  Mr.  Chairman,  I  am  very  glad,  if  I  may,  to  add  a 
few  remarks  to  Mr.  Cox's  legal  thought  on  this  heavy  administrative 
problem.  I  am  very  glad  that  the  legal  aspect  became  to  me,  just  a 
layman,  so  involved,  because  it  shows  the  problem.  As  I  see  it,  the  job 
of  the  Surplus  Property  Administrator  is  in  effect  trustee  for  the 
people,  of  the  property  that  was  used,  or  expected  to  be  used,  rather, 
for  the  war  effort.  Among  the  assets  of  the  people  we  find  $700,000,000 
in  aluminum  plants. 

Last  night  I  understood  that  Senator  Revercomb  would  like  to  find 
out  whether,  at  this  stage  of  the  game,  we  would  want  to  go  ahead 
unless  Congress  took  a  position  with  respect  to  subsidies. 

I  asked  our  lawyers,  as  you  do  in  business,  what  the  legal  aspect  was 
before  we  could  make,  you  might  say,  an  administrative  decision.  I 
am  still  not  quite  clear,  and  I  might  say  that  this  discussion  has  not  yet 
clarified  just  what  is  the  legal  position. 


Now  that  was  only  asked  yesterday,  and  before  giving  you  you 
might  say,  an  administrative  decision  (,n  our  part  we  would  like  to 
pursue  further  the  legal  decision,  as  we  only  got  the  question  last 

"^addition  to  that,  we  got  a  report  yesterday  morning  for  the  first 
time,  in  which  the  Aluminum  Co.  of  America  is  replying  to  the  sur- 
plus  property  report,  and  I  gave  it  to  somebody  to  answer,  presum- 
ing there  would  be  some  objections  in  it  to  our  report,  and  only  had  a 
chLce  to  read  a  little  bit  of  it  this  morning.    In  fact,  I  was  just  looking 

'XfJ:^^?^^^^^^  Co.  of  America  feels  that  we  are  hanging 

our  hats,  you  might  say,  with  respect  to  the  sale  or  lease  of  these  plants, 

on  the  basis  of  subsidy.  ,. ^.  .,  . 

The  question  of  what  is  or  is  not  a  subsidy,  as  the  custodian  of  this 
property,  appears  to  me  now  to  be  a  very  difficult  question  to  answer. 
If  vou  want  to  sell  a  house  as  a  trustee,  wouldn't  you  be  allowed  to 
fix  up  the  garden  or  the  roof;  or  perhaps,  if  the  house  was  in  your 
charge,  to  Set  for  it  the  best  you  could  would  you  be  allowed  to  agree 
to  ply  the  maintenance  charges  on  the  house  until  the  tenant  knew 
exactly  what  his  maintenance  problems  were,  for  the  first  year,  under 

a  10-year  lease?  ,        .  j.^     •      *   ^„i^« 

I  am  only  thinking  out  loud,  because  there  is  no  use  of  trying  to  make 

an  administrative  decision  until  we  get  a  clear  legal  picture  of  what 

our  rights  are.  ^ ,  .,       ,  i     •     , i         j-     ,«, 

Senator  O'Mahoney.  And  would  you  not  be  able,  m  the  ordinary 
course  of  business,  to  rent  a  farm  on  a  share  of  the  profits  to  be  reaped 
from  the  operation  of  the  farm?  ^  ,    •        ^ 

Mr.  Symington.  Mr.  Chairman,  I  think  that  is  too  obvious  to  even 
discuss.    I  am  grateful  to  you  for  bringing  it  up. 

Senator  O'Mahoney.  I  think  it  is  comparable. 

Mr  Symington.  Now  we  get  to  this  point.  Apparently,  trom  read- 
ing the  reply,  the  English  of  it,  the  Aluminum  Co.  feels  that  we  plan 
to  destroy  them,  and  the  reason  they  feel  that  is  because  we  plan  to 
get  competition  in  the  industry.  And  if  the  only  way  that  we  can  get 
competition  in  the  industry  is  to  get  into  some  form  of  fixing  up  the 
property  or  making  arrangements,  then  I  think  we  had  better  take  a 
long  look  at  this  question,  and  perhaps  have  a  directive  from  the  Con- 
gress, because  certainly  we  don't  want  to  destroy  the  Aluminum  Co. 

of  America.  ^    .  .«r    i?  i^  xi,  i.  ai. 

There  is  just  one  other  thought,  Mr.  Chairman.  We  felt  that  these 
hearings  would  be  of  benefit  to  us  in  this  decision,  and  inasmuch  as  the 
hearings  are  going  on,  perhaps  we  will  be  further  clarified  m  the 
matter  from  an  administrative  standpoint,  and  at  the  same  time  can  get 
our  legal  picture  clear. 

Senator  O'Mahoney.  I  hope  we  will  all  be  enlightened. 

Senator  McClellan.  The  purpose  of  asking  the  question  and  bring- 
ing this  up  was  to  try  to  help  clarify  the  legal  picture,  and  to  know 
how  you  were  going  to  administer  after  that  picture  was  clarified. 

Mr.  Symington.  Yes,  sir.  ,    ,   ij  , 

Senator  McClellan.  I  don't  know  whether  it  has  been  helptui. 

Mr.  Symington.  Very  helpful. 

Senator  McClellan.  There  seems  to  me  still  a  little  confusion,  at 
least,  and  that  is  why  I  asked  the  specific  question  with  reference  to  the 
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Reynolds  contract,  because  that  is  a  concrete  proposal.  Whether  you 
call  it  repairing  the  garden  or  sharing  the  profits  on  a  tenant  basis, 
share  cropping,  or  whatever  you  want  to  call  it,  it  is  a  concrete  pro- 
posal; and  I  want  to  ascertain  if  you  do  now  have  the  authority  to 
accept  such  a  proposal  and  to  enter  into  such  a  contract.  That  is  what 
I  am  trying  to  ascertain. 

Mr.  Cox.  Perhaps  I  had  better  make  one  more  statement  in  an  at- 
tempt to  make  my  views  on  that  point  clear. 

I  think  it  comes  to  this,  as  I  said  before :  Accepting  Mr.  Goodloe's 
testimony  of  yesterday  afternoon  as  to  the  scope  of  his  legal  authority, 
which  I  do,  it  is  my  view  now  that  we  have  the  authority  to  accept 
the  Reynolds  proposal,  provided  that  proposal  is  modified  by  taking 
out  of  it  the  provision  for  the  purchase  of  ingot. 

Senator  McClellan.  That  is  one  point  I  would  like  to  clear  up  with 
Mr.  Husbands  or  Mr.  Goodloe. 

Senator  O'Mahoney.  Senator  McClellan 

Senator  McClellan  (interposing).  I  have  got  to  conclude  and  leave, 
if  I  may  make  this  statement. 

Senator  O'Mahoney.  This  was  to  carry  out  your  objective.  Since 
Mr.  Goodloe  is  not  here,  I  shall  see  that  a  copy  of  this  record  is  placed 
in  his  hands  as  soon  as  it  is  available,  and  I  shall  ask  him  to  prepare 
a  written  statement  of  his  legal  opinion. 

Senator  McClellan.  That  would  be  fine. 

Senator  O'Mahoney.  And  have  it  inserted  in  the  record. 

Senator  McClellan.  That  will  be  fine.  And  in  that  opinion,  the 
question  I  want  to  ask  him  is  a  request  that  when  he  answers,  he  will 
differentiate  his  contention  of  having  the  authority  to  share  losses 
and  not  having  the  authority  to  purchase  ingot. 

Now,  I  would  like  to  know  where  the  difference  in  authority  is.  If 
he  can  do  one  thing  to  promote  competition,  why  can  he  not  do  the 
other,  and  where  is  the  difference  ?  What  section  or  provision  of  law 
differentiates  between  the  two  authorities  ? 

Senator  O'Mahoney.  And  I  think  the  record  at  this  point  ought  to 
show  that  according  to  the  testimony  of  yesterday,  Mr.  Husbands 
has  said  that  the  Reynolds  offer  had  not  been  accepted. 

Senator  McClellan.  I  can  appreciate  that,  that  no  offer  has  been 
accepted,  but  we  are  getting  offers  that  we  are  going  to  act  on. 

Senator  O'Mahoney.  I  did  not  say  that  to  inform  anybody  here. 
I  said  it  to  inform  those  who  may  be  reading  this  record. 

Mr.  Borchardt.  Mr.  Chairman,  would  it  be  proper  at  this  point  to 
ask  the  representative  of  the  Rejaiolds  Co.  whether  a  provision  for 
the  purchase  of  metal  is  an  indispensable  part  of  the  offer  ? 

Senator  O'Mahoney.  That  is  a  good  question.  Mr.  Caskie?  Is 
there  a  representative  of  the  Reynolds  Co.  here  now  ? 

Mr.  Fulton.  Mr.  Caskie  is  apparently  not  here  at  this  time. 
I  have  represented  Reynolds  in  some  of  the  negotiations,  working 
with  them,  and  I  think  that  this  modification  would  require  a  consul- 
tation between  the  various  directors  of  Reynolds  to  determine  whether 
they  would  be  able  to  make  any  such  modification,  important  modifica- 
tion. That  is  a  basic  provision  in  the  Reynolds  offer,  and  if  it  is  to 
be  eliminated  I  think  the  whole  offer  will  have  to  be  revised  and 
changed  in  other  respects  as  well. 


Mr.  BoRCHARiyr.  Could  the  same  question  be  asked  of  Mr.  Gallagher 
of  Columbia  Metals?  .  .      .    ^,    .     ^3 

Senator  McClellan.  Is  that  same  provision  m  their  otf er  ? 

Mr.  Borchardt.  Yes.  .     ,      ,.  ,    *.  xi_         1     4.    ^« 

Mr  Symington.  Our  sole  interest  is  the  disposal  of  these  plants  on 
the  best  basis  for  the  Government,  and  we  hope  that  the  Congress  is 
as  interested  in  getting  up  some  plan  of  some  kmd  that  wil  keep 
neople  working  in  these  plants  and  dispose  of  them  as  naturally  we 
We  to  be  under  the  act.    We  would  welcome  any  direction  to  that 

end. 

IS  REYNOLDS  LEASE  A  SUBSIDY  ?  SENATOR  WHERRY  ASKS 

Senator  Wherry.  Mr.  Cox,  have  you  changed  your  opinion  on  the 
legal  question  relative  to  authority  to  either  pay  out-of-pocket  money 
as  a  direct  subsidy  or  to  authorize  the  Administrator  to  negotiate  a 
contract,  the  provisions  of  which  are  embodied  in  the  Reynolds  offer? 

Mr  Cox.  I  have  not,  sir,  for  this  reason :  The  day  before  yesterday 
when' I  answered  the  question  about  the  scope  of  our  legal  authority, 
I  said  that  I  was  speaking  of  the  authority  given  to  these  disposal 
agencies  by  the  Surplus  Property  Act,  and  I  was  not  talking  about  the 
authority  given  them  under  other  acts. 

Senator  Wherry.  I  want  to  ask  you  a  further  question.  The  state- 
ment just  made  in  answer  to  Senator  McClellan  gave  me  the  impres- 
sion that  possibly  you  had  changed  your  mind.  What  you  are  talking 
about  now  is  authority  under  the  Surplus  Property  Disposal  Act,  and 
you  are  not  expressing  any  opinion,  legal  opinion,  as  to  whether  or  not 
RFC  might  do  this  without  any  authorization  ? 

Mr  Cox.  No,  except  that  I  said  before  you  came  m  that,  as  you  know, 
Mr.  Goodloe  yesterday  expressed  the  view  that  they  had  the  authority ; 
and  I  accept  his  opinion  that  they  do.  ,,,,,.       t^        ^i. 

Senator  Wherry.  Let's  be  perfectly  frank  about  this,  i^oes  the 
Reynolds  lease,  in  your  opinion,  constitute  the  payment  of  a  subsidy  ? 

Mr  Cox.  Well,  Senator,  I  think,  to  be  quite  candid,  that  my  answer 
to  that  question  would  depend  on  whether  I  liked  or  disliked  the  Reyn- 
olds lease.    If  I  disliked  it,  I  would  call  it  a  subsidy. 

Senator  Wherry.  If  that  isn't  a  weasel-worded  answer,  I  don  t  Imow 
what  you  would  call  it.  You  are  an  expert  counsel  here,  and  as  a  Sen- 
ator from  Nebraska  trying  to  help  the  taxpayer  out,  I  want  to  know 
what  your  opinion  is  on  that  Reynolds  lease,  or  one  just  like  it.  Is  it 
a  subsidy  or  is  it  not  a  subsidy  ?  Just  say  it  is  or  it  is  not ;  that  is  what 
I  would  like  to  have  you  say,  if  you  will.  ^i    .  •. 

Mr.  Cox.  Well,  I  would  say,  if  you  want  my  personal  view,  that  it 
is  not  a  subsidy.  But  I  think  that  I  would  have  to  say,  m  candor,  that 
a  reasonable  man  might  argue  otherwise.  The  word  "subsidy  is  a 
fighting  word,  it  is  an  epithet  and  not  a  description.      .        ' 

Senator  Wherry.  In  answer  to  that  I  want  to  say  this,  that  1  notice 
you  fellows  use  "incentive"  and  "aid"  and  everything  but  "subsidy. 
What  I  want  you  to  do  is  to  tell  us  in  the  record,  if  you  will,  is  this  a 

subsidy? 

Mr.  Cox.  I  have  not  used  the  word  "aid"  and  I  have  not  used  the 
word  "iitcmtive."  I  have  tried  to  describe  these  things  in  precise 
terms. 
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Senator  CMahoney.  Let  me  say,  Senator  Wherry,  before  you  ar- 
rived on  the  scene,  and  we  had  pursued  this  matter  quite  extensively, 
Mr.  Cox  clearly  stated  with  respect  to  the  Reynolds  lease  or  the  Rey^ 
nolds  offer  that  there  was  a  provision  in  it  for  the  purchase  of  ingot 
which,  in  his  opinion,  the  Surplus  Property  Administration  has  no 
authority  to  carry  out. 

Senator  Wherry.  All  right. 

Mr.  Symington,  you  asked  me  what  I  would  do  with  these  plants 
yesterday,  and  I  gave  you  an  answer.  I  would  like  to  suggest  to  the 
chairman — of  course,  editorials  in  papers  probably  would  not  be  ad- 
mitted in  evidence  in  any  court,  and  I  want  you  to  know  that  I  know 
that — but  there  are  three  paragraphs  from  an  editorial  in  the  New 
York  Times  which  I  think  clarify  my  statement  considerably,  and  I 
would  like  to  ask  if  I  might  include  that  in  the  transcript  after  my 
remarks  of  yesterday  and  the  answer  that  I  made  to  Mr.  Symington. 

Senator  O'Mahoney.  Yes ;  without  objection,  it  may  be  included. 

Senator  Wherry.  Thank  you. 

(The  New  York  Times  editorial  referred  to  by  Senator  Wherry 
is  inserted  at  this  place  in  the  record  since,  the  record  of  yesterday's 
session  was  already  in  process  of  printing  when  his  request  was  sub- 
mitted.) 

[Editorial  for  the  New  York  Times  of  October  16,  1945] 
Aluminum  Subsidies 

Surplus  Property  Administrator  Symington  has  asked  CJongress  to  determine 
whether  or  not  new  producers  should  be  subsidized  when  they  acquire  surplus 
aluminum  plants.  At  the  same  time  RFC  Director  Sam  H.  Husbands  has  tetsti- 
fled  that  "nobody  but  the  Aluminum  CJo.  of  America  is  willing  or  able  to  ibuy 
the  plants.  *  *  *  The  only  offer  to  lease  has  come  from  Reynolds  Metals, 
which  wants  a  5-year  lease  under  which  the  Government  would  stand  all  losses 
for  the  first  year."  We  are  confronted  here  with  an  important  problem  of 
public  policy.  The  question  is:  Shall  surplus-property  plants,  which  cannot 
stand  on  their  own  feet  economically  when  sold  or  leased  to  certain  private 
groups  in  an  effort  to  avoid  a  monopoly,  be  subsidized  by  the  Government? 

The  aluminum  industry  has  been  controlled  by  one  large  company.  The 
Department  of  Justice  has  been  seeking  to  break  up  this  company  for  some 
time.  Assistant  Attorney  General  McGranery  told  the  congressional  committees 
that  "competition  will  be  established  within  the  industry  no  matter  what  it 
takes."  We  have  had  a  long  history  of  trust  busting.  But  throughout  that 
history  we  have  not  adopted  a  national  policy  of  subsidizing  competitors  such 
as  is  proposed  here.  Nor  have  we  attempted  to  break  up  monopolies  on  any 
such  basis  as  suggested  in  the  phrase  "no  matter  what  it  takes."  In  general, 
it  has  been  held  that  bigness  alone  is  not  to  be  condemned.  Only  when  that 
bigness  is  used  to  develop  an  unreasonable  restraint  of  trade  was  action  to  be 
taken. 

Use  of  coercion,  the  development  of  unfair  practices,  and  the  maintenance 
of  high  prices  have  been  among  the  tests  of  undesirable  monopoly.  Despite 
the  domination  by  one  company,  aluminum  prices  have  declined  steadily  through 
the  years.  This  decline  even  continued  during  the  war.  Moreover,  under 
modern  technology,  control  over  the  supply  of  a  commodity  by  one  or  few  sellers 
does  not  give  those  sellers  the  iwwer  of  life  and  death  over  their  customers. 
Substitute  products  are  an  important  factor  in  checking  abuse.  For  most  uses 
of  aluminum  there  are  substitute  products  available.  These  include  plywood, 
light  steels,  plastics,  and  other  metals. 

If  it  is  established  that  undesirable  effects  upon  our  economy  flow  from 
the  aluminum  situation,  we  have  the  means  of  correcting  them  through  the 
antitrust  acts.  Government  subsidization  of  competitors  would  .be  ttji  unfor- 
tunate alternative  which  inevitably  would  lead  to  a  steadily  larger  drain  on 
the  Treasury  and  would  furnish  another  form  of  Government  competition  with 
private  industry. 


Senator  O'Mahoney.  Very  well,  Mr.  Symington,  we  are  very  much 
indebted  to  you,  and  I  am  sorry  that  we  had  to  take  so  much  of  your 

time. 

(Discussion  off  the  record.) 

Senator  O'Mahoney.  Mr.  Wilson,  will  you  proceed  with  your  state- 
ment now?  Before  proceeding,  however,  may  I  suggest  that  you 
identify  yourself  and  your  associates  for  the  record  so  that  we  will 
know  just  who  they  are,  and  so  that  the  reporter  will  know? 

STATEMENT  OF  I.  W.  WILSON,  VICE  PRESIDENT,  ALUMINUM  CO. 
OF  AMERICA,  ACCOMPANIED  BY  LEON  E.  HICKMAN,  COUNSEL; 
AND  ARTHUR  P.  HALL,  ASSISTANT  SECRETARY,  ALUMINUM  CO. 
OF  AMERICA 

Mr.  Wilson.  I  am  I.  W.  Wilson,  vice  president  of  the  Aluminum 
Co.  of  America.  On  my  left  is  Mr.  Arthur  P.  Hall,  who  is  assistant 
secretary,  and  our  Washington  representative,  and  on  my  right,  Mr. 
Leon  E.  Hickman,  who  is  counsel  for  the  Aluminum  Co.  of  America. 

Mr.  Chairman,  I  would  like  to  say  that  the  Aluminum  Co.  of 
America,  Alcoa,  appreciates  this  opportunity  to  come  before  this 
joint  committee  and  express  itself  on  the  questions  we  believe  have 
been  raised  by  the  report  of  the  Surplus  Property  Board  and  the  report 
of  the  Attorney  General,  and  we  hope  that  we  can  make  our  position 
clearer  than  we  believe  has  been  made  in  those  reports,  and  that  we  can 
be  of  assistance  and  helpful  to  these  committees  in  working  out  a  pro- 
gram for  the  disposal  of  these  properties  in  the  aluminum  industry. 

Senator  O'Mahoney.  On  behalf  of  the  committee,  Mr.  Wilson  I 
desire  to  express  my  appreciation  for  that  statement  of  yours.  I  might 
also  add  that  the  whole  committee,  and  all  of  Congress,  recognize  that 
we  are  confronted  here  with  a  problem  of  immeasurable  magnitude. 
We  are  seeking  the  best  advice  that  we  can  obtain.  We  are  not  here 
at  all  in  an  adversary  capacity  with  respect  to  anybody,  but  we  are 
merely  trying  to  confront  the  facts  as  they  exist  and  see  what  our 
course  from  now  on  should  oe. 

quotes  from  LETIER  EROM  ALCOA  TO  MR.  SYMINGTON 

Mr.  Wilson.  I  believe  that  it  will  be  more  helpful  in  pointing  out 
the  specific  points— at  least  from  my  point  of  view— if  I  might  be 
permitted  to  read  the  letter  we  have  recently  written  to  Mr.  Syming- 
ton. In  a  letter  dated  October  15,  1945,  we  wrote  to  Mr.  Syming- 
ton as  follows : 

The  position  of  Aluminum  Co.  of  America  in  the  aluminum  industry  is  not 
correctly  stated  in  the  report  to  Congress  dated  September  21,  1945,  by  the  late 
Surplus  Property  Board.  That  report  presents  Alcoa  (1)  as  dominant  in  the 
control  of  the  raw  materials  from  which  aluminum  is  made,  (2)  as  such  a  low-cost 
producer  of  aluminum  that  no  one  can  compete  without  governmental  assistance, 
(3)  as  dominant  in  the  world  aluminum  market,  and  (4)  as  a  ruthless  competitor. 
These  are  incorrect  assumptions,  but  it  is  on  the  basis  of  them  that  the  report 
reaches  the  conclusion  that  the  Government-owned  aluminum  plants  cannot  be 
operated  competitively  unless  the  lessees  or  purchasers  are  sustained  with  tre- 
mendous Federal  subsidies,  which  will  carry  in  their  train  a  substantial  govern- 
mental control  of  prices  and  markets.  We  protest  both  those  premises  and  that 
conclusion. 
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In  order  to  meet  a  nonexistent  condition,  the  report  proposes  the  following 
six-point  subsidy  program  which  applies  to  every  phase  of  aluminum  manufacture 
and  sale — a  cradle-to-the-grave  program  which,  once  started,  can  never  be  ter* 
minated : 

Subsidy  No.  1 :  Government  guaranty  against  losses. 

Subsidy  No.  2 :  Purchase  options  based  on  earnings'  record  under  the  subsidized 
leases. 

Subsidy  No.  3 :  Government  procurement  of  bauxite. 

Subsidy  No.  4 :  The  subsidized  manuf auture  of  alumina  for  sale  at  prices  equal 
to  or  lower  than  Alcoa's  cost  of  manufacture. 

Subsidy  No.  5 :  Reduced  power  rates  on  Government-owned  power  to  operators 
of  Government  plants. 

Subsidy  No.  6:  Government  stock-piling  of  aluminum  ingot  purchased  from 
operators  of  the  Government  plants. 

It  appears  to  be  the  plan  to  put  these  subsidies  into  effect  through  the  use  of 
general  funds  of  the  Reconstruction  Finance  Corporation  without  seeking  Con- 
gressional appropriation  or  approval. 

Senator  O'Mahoney.  May  I  interrupt  ? 

Mr.  Wilson.  I  would  appreciate  it  because  I  realize,  and  I  want  the 
committee  to  realize,  that  this  letter  was  necessarily  written  before 
these  hearings  started,  and  I  am  sure  that,  written  today,  that  state- 
ment would  be  modified. 

Senator  O'Mahoney.  There  probably  will  be  some  other  modifica- 
tions, will  there  not  ? 

Mr.  Wilson.  I  am  sure  .there  will  be,  and  incidentally  I  want  to  also 
call  attention  that  the  footnotes  having  reference  to  the  Surplus  Prop- 
erty Board's  report  refer  to  pages  in  the  mimeographed  report,  because 
that  was  the  only  report  we  had  available,  the  printed  report  had  not 
yet  come  out  when  this  letter  was  written.  If  there  is  any  question  at 
any  stage  as  to  the  reference  point,  I  have  tried  to  correct  the  pages 
in  the  copy  from  which  I  am  reading,  so  that  I  can  refer  you  to  the 
specific  page  in  the  final  printed  report. 

Senator  O'Mahoney.  Inasmuch  as  in  your  answer  to  my  query  you 
say  that  if  this  letter  were  written  today  it  would  be  modified,  do  you 
care  to  indicate,  at  some  convenient  time,  what  those  modifications 
would  be  ?  ^ 

Mr.  HicBLMAN.  It  would  be  underscored  here  and  there,  too. 

Mr.  Wilson.  Yes ;  I  accept  Mr.  Hickman's  correction  there. 

Senator  O'Mahoney.  Let's  have  them  both ;  we  are  trying  to  get  the 
facts  and  you  come  before  us  now  with  a  letter  which  immediately  is 
recognized  as  being  out  of  date  and  outmoded. 

Mr.  Wilson.  I  don't  believe  in  this  case,  having  heard  Mr.  Cox  this 
morning,  that  this  particular  statement  need  be  greatly  changed. 

Senator  O'Mahoney.  Well,  how  about  subsidy  No.  6  ?  The  state- 
ment has  been  clearly  made  here  now,  on  behalf  of  the  Government^ 
that  there  is  no  authority  to  purchase  ingot. 

Mr.  Wn.soN.  I  still  think,  Mr.  Chairman,  that  the  report  indicates 
that  that  is  one  of  their  proposals. 

Senator  O'Mahoney.  That,  of  course,  is  a  conclusion. 

Mr.  BoRCHARDT.  Could  you  refer  in  the  report  to  the  specific  passage 
that  suggests  the  purchase  of  aluminum  ingot  ? 

Mr.  WHiSON.  Pages  18  and  40  of  the  printed  copy. 

Mr.  Hickman.  Furthermore,  we  might  find  that  while  Mr.  Cox  dis- 
avows authority  Mr.  Goodloe  will  assert  it,  and  this  paragraph  relates 
to  the  authority  of  the  RFC. 


Mr.  Wilson  (continuing) :  ,     ^  ^„^ 

n  wm  be  interesting  ^o<^^7^-^f^^JZ'^r  Sn^We^^^r? 
sidized  governmental  control  when  as  re«»irea  ma  ^^^  facilities 

property  Act,  yon  ^epojt  to  Congress  on  tie  msP«  ^^bber,  chemicals,  aviation 
Se^^aX^tKre^KnTr'aTord  electrical  equipment  and  on  the 

nTi^zLW^IxraV-^'wf^^^ 

Hrp^Kfflern?/^^^^^^^^^^ 

and  the  industry,  and  (3)  *»>« /PP^'-^f  ""^S  ««  S        pllnts,  if  the  sub- 
or  governmental  operation,  as  well  as/wnersmp,  ot  aium    u     e 

sidy  program  does  "»' ^°T^,°'iVOTTeram  inaccurate  assumption  of  above 

The  report  seeks  to  justify  the  P™sram  oy  us  ■  .  .j,      j  practices 

four  vital  matters  as  well  as  of  other  matters,  f"«  !^=^"f^,%"„'„^[  ^^feb  tried  the 

of  which  we  have  been  wholly  exonerated  ^^  *^  <li^t"«^^°^t",7„"rt  of  appeals 

deI^^cTon-o?=;ySti"dt|3» 

or  Its  dissolution  by  G"^«™™?VJ?±.J^rpneLfnr^rn^  it-or  governmental 
XT K^vTb^tr rth^™^^^^^^^^  o^  the^Government- 

owned  aluminum  plants.  j;  „„„^„ 

Senator  O'Mahoney.  Now  as  you  read  that,  Mr.  Wilson,  of  course 
yoSear  in  mind  the  specific  disavowal  by  f^Symmg^on  before  ^^^ 
took  the  stand,  of  any  purpose  on  the  P^*  "VJ^^f^^P^"'  Property 
Administrator  to  bring  about  the  destruction  of  Alcoa  ? 

Mr.  Wilson.  We  heard  that  with  a  great  deal  of  interest,  mr. 

Chairman.  „  ,.,,        ..» 

Senator  O'Mahoney.  But  you  did  hear  it? 
Mr  Wilson.  Yes ;  and  we  appreciate  it.     [Continuing  .J 
we  know  that  these  alternatives  were  in  mind,  because  the  summary  of  the 

-5;".iV^^d^?ec:^urf wir^^^^^^^  -^>  r  cr^ 

^t^TriS^rff^^XfuTr^^^ 

so  long  demonstrated  its  efficiency."  , 

79912 — 46 11 
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It  can  be  shown  from  facts  taken  from  the  report,  or  from  authoritative 
sources,  that  the  Government-owned  aluminum  plants,  in  the  hands  of  competent 
operators,  are  fully  competitive  without  putting  the  Government  into  the  alumi- 
num business  either  directly  as  a  postwar  operator  or  indirectly  through  a  pro- 
gram of  Federal  subsidies  which  continue  indefinitely  and  will  effectively  kill 
any  chance  of  achieving  an  economically  sound,  low  cost,  mass-production 
industry.  We  present  these  facts  in  the  hope  that  you  and  your  advisers  will 
reconsider  the  subsidy-ridden  program  now  proposed. 

There  "you  and  your  advisers"  refers,  of  course,  to  the  Surplus  Prop- 
erty Administrator. 

Senator  O'Mahoney.  Now,  Mr.  Wilson,  you  have  read  such  parts  of 
this  letter  of  October  15  as  you  felt  were  necessary  to  set  its  purposes 
forth  to  the  committee.  May  I  ask  you  now  again  about  the  modifi- 
cation of  that  letter  ?  I  do  that  because  this  second  paragraph,  oji  page 
4,  begins  with  this  phrase : 

This  purely  destructive  attitude  is  in  striking  contrast  to  the  ruling  of  the 
circuit  court  of  appeals — 

and  call  your  attention  again  to  the  statement  made  by  Mr.  Symington 
denying  any  destructive  purpose.  Do  you  care  to  make  any  acknowl- 
edgment at  all  of  the  position  which  Mr.  Symington  took  here  before 
this  committee? 

Mr.  Wilson.  Yes ;  I  would  like  to,  Mr.  Chairman,  in  that,  as  I  said, 
I  heard  Mr.  Symington's  testimony  with  a  great  deal  of  interest,  and 
I  heard  him,  I  won't  say  disavow  his  report,  because  I  think  I  under- 
stood him  to  say  that — -— 

Senator  O'Mahoney  (interposing).  I  said  that  he  disavowed  any 
intention  to  bring  about  any  destruction  of  Alcoa. 

Mr.  Wilson.  Whatever  his  intention  may  have  been,  we  believe  that 
the  recommendations  as  contained  in  that  report  are  to  that  end. 

Senator  O'Mahoney.  You  said  a  little  while  ago,  in  response  to  my 
question,  that  in  the  light  of  the  testimony  which  was  brought  forth 
here  you  would  modify  some  of  the  contents  of  this  letter. 

Mr.  Wilson.  I  imagine  there  may  be  some  modifications. 

Senator  O'Mahoney.  Now  may  I  ask  you,  also,  since  there  has  just 
come  to  my  desk  a  copy  of  a  release  which  has  been  issued  to  the  press 
by  Alcoa,  whether  this  release  now  in  the  hands  of  the  press  was  pre- 
pared before  the  testimony  of  Mr.  Symington  was  received  this 
morning? 

Mr.  Wilson.  Oh,  yes;  it  was  prepared  before  this  morning. 

Senator  O'Mahoney.  So  this  release  was  written  and  has  been 
handed  to  the  press  without  taking  into  consideration  the  statements 
which  were  made  here  today  ? 

M^.  Wilson.  That  is  correct. 

Senator  Wherry.  Well,  Mr.  Chairman,  what  is  wrong  about  that? 

Senator  O'Mahoney.  There  is  nothing  wrong  about  it,  but  I  just 
want  the  press  to  know  that  the  contents  of  this  statement  may  be  just 
as  subject  to  modification  as  the  letter. 

Senator  Wherry.  Certainly.  I  see  nothing  wrong  about  that. 
They  couldn't  anticipate  what  Mr.  Symington  was  going  to  say  this 
morning — you  can't  radar  his  mind. 

Senator  O'Mahoney.  There  was  no  such  implication  in  my  ques- 
tion.   I  can't  understand  why  every  effort  to  make  the  facts  crystal 


clear  should  be  regarded  as  an  attack  upon  the  Aluminum  Co.  of 

Senator  Wherrt.  Are  you  referring  to  me? 
Senator  O'Mahoney.  Certainly,  Senator. 
Mr.  Wilson  (continuing) : 

I.  THE  Six-point  Subsidy  Pbogkam  ov  the  Sotplus  Pbopebtt  Boabd 

SUBSIDY  NO.  1.   GOVEKNMENT  GUABANTY  AGAINST  I^SSBS 

The  program  contemplates  the  leasing  of  alumtaa  «°d  alomlnum  smelt^^^^^^ 
on  terms  which  give  the  operator  15  P^--^?"*  »*Jf  ^itrt  to "  S  ta  the  Recon- 
TuS  =?e»XVC?ete^'  ^nTlp^rth^e  p^fcf  at  which  .etal 
fs  sold,  the  top  salaries,  and  «^t>^«°';«X'^  «Pt?nonseq«ences  are  indefensible. 

company  with  whom  an  arrangement  is  m^^^^^^^  j,J  .^  ^„^.j 

"^™it°bUrto%TR^onsTrrt  oirFinLcf  K  '  The  operator  can  also 

'ri^^!^^rZ^tsT!l^!^tTS^ci  Government  price  fixing  of  all 

JJ^J"^^AZ:  A  bureaucrat  can  ruin  P^^^'^f jjf "^.f-^^C^rpu^ 
there  are  many  besides  Alcoa— by  approving  low  enough  prices,  wno  wiu  pui 
n^^rkel  in  a  privately  financed  competitive  enterprise  which  s  wholly  at  the 
Lrcy  of  the  price  ^licy  of  the  Government-subsidized  competitor,  who  cannot 

lose?  .  1    '^ 

Senator  O'Mahoney.  May  I  interrupt  at  that  pomt  to  ask  if  you 
are  aware  of  the  testimony  given  by  Mr  Husbands  yesterday  that  the 
offer  from  the  Eeynolds  Metal  Co.  had  not  been  approved,  had  not 
been  accepted,  and,  if  I  remember  correctly,  that  he  was  not  at  all 
interested  in  any  such  proposal  as  is  contained  in  this  paragraph  of 

vour  statement?  ,,     ^,    .  •        i.  u    «j  ^^  »^^ 

^  Mr  Wilson.  This  statement,  Mr.  Chairman,  is  not  based  on  any 
Reynolds  proposal,  which  was  not  available  to  us  at  the  time  this 
letter  was  written.    It  is  based  on  a  recommendation  m  the  report  of 

the  Surplus  Property  Board.  ..  •     i      i         a    c.+^^;i 

Senator  O'Mahoney.  That  is  right.  Then  it  is  clearly  understood 
that  the  testimony  which  you  are  now  giving  from  a  i)rinted  document, 
which  evidently  has  been  in  the  course  of  preparation  for  sometime 
because  it  is  very  carefully  printed  and  contains  some  45  pages,  con- 
stitutes your  interpretation  and  the  conclusions  which  you  have  reached 
on  the  basis  of  the  report  of  the  Surplus  Property  Board,  and  not  upon 
the  basis  of  the  testimony  which  has  been  evoked  before  this  committee  I 
Mr.  Wn.soN.  Very  definitely,  Mr.  Chairman. 
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Senator  O'Mahoney.  So  that  it  is  altogether  possible  that  there  may 
be  broad  changes  required  in  the  interpretation  of  your  letter  and  your 
statement  now  ? 

Mr.  Wilson.  We  sincerely  hope  there  will  be,  Mr.  Chairman.  That 
is  the  object  of  filing  this  letter  with  the  Surplus  Property  Adminis- 
trator and  bringing  it  to  the  attention  of  this  joint  committee,  because 
we  believe  that  the  report  of  the  Surplus  Property  Board  is  based  on 
fallacious  ideas  and  misunderstandings,  and  involves  recommendations 
which  we  want  the  Congress  to  see  what  at  least  we  think  they  mean  and 
where  they  lead. 

Senator  O'Mahoney.  My  purpose  in  interrupting  you  was  merely 
to  get  it  quite  clear  that  anything  you  are  presenting  from  this  docu- 
ment is  based  not  upon  the  testimony  here  but  upon  your  interpretation 
of  the  report  which  was  filed  ? 

Mr.  WiiiSON.  That  is  correct. 

Senator  Eobertson.  Mr.  Wilson,  may  I  ask  this  question?  These 
changes  which  you  suggest  now  will  be  brought  about,  in  most  cases, 
by  the  changes  which,  in  your  opinion,  have  been  made  by  the  Surplus 
Property  Board  during  this  hearing? 

Mr.  Wilson.  Senator,  I  am  not  sure  I  get  your  point,  but  there  are 
no  changes  in  our  letter  here  that  are  proper  changes  as  comments  on 
the  Surplus  Property  Board's  report,  because  that  was  filed,  of  course, 
before  these  hearings. 

Insofar  as  there  would  be  any  modifications  or  changes,  they  would 
be  for  the  reason  that  I  think  to  some  extent  Mr.  Symington  has  indi- 
cated, that  he  doesn't  believe  he  has  authority  for  certain  things  that, 
from  his  report,  we  obtained  the  impression  that  he  was  recommending. 

Senator  Robertson.  So  it  is  your  impression  of  the  change  in  Mr. 
Symington's  testimony  before  the  committee  which  will  bring  about 
any  changes  in  this  report  ? 

Mr.  Wilson.  We  think  that  that  is  one  thing  this  committee  has 
already  accomplished ;  we  hope  it  can  accomplish  much  more. 

Senator  O'Mahoney.  I  think.  Senator  Eobertson,  you  don't  mean  to 
imply  that  there  was  any  change  in  Mr.  Symington's  testimony.  There 
was  a  report  submitted  here  by  the  Surplus  Property  Board.  I  think 
the  record  will  bear  me  out  when  I  say  that  Mr.  ISymmgton's  testimony 
from  the  very  beginning  has  been  altogether  consistent.  We  are  deal- 
ing here  with  interpretations,  and  it  is  going  to  be  very  important  for 
all  of  us,  if  we  are  going  to  work  out  a  solution  of  an  administrative 
problem,  to  dissociate  facts  from  conclusions,  and  I  assume  that  that 
is  what  we  are  going  to  try  to  do. 

Now,  I  have  in  mind  this  statement  on  page  6  which  you  have  just 
read,  under  paragraph  2,  "A  bureaucrat  can  ruin  privately  financed 
competitors — and  there  are  many  besides  Alcoa — ^by  approving  low 
enough  prices." 

How  many  competitors  of  Alcoa  are  there  in  the  ingot  field  ? 

Mr.  Wilson.  Two  in  the  ingot  field  today. 

Senator  O'Mahoney.  Who  are  they? 

Mr.  Wilson.  Reynolds  and  Olin. 

Mr.  BoRCHARDT.  Is  OHu  still  in  operation  ? 

Mr.  Wilson.  Yes;  but  this  program  carries  over  to  fabricating 
plants,  too,  Mr.  Chairman,  and  we  have  hundreds  of  competitors  there. 

Senator  O'Mahoney.  I  wanted  to  make  clear  that  when  you  used 
the  word  "many,"  in  the  ingot  field  you  are  applying  to  two. 


Mr  Wilson.  But  this  is  not  limited  to  the  ingot  field  at  all. 

SenaVorO'MAHONEY.  I  ..as  limiting  it  to  .the  mgot  field  which  is 
the  field  in  which  the  highest  legal  authority  m  the  land  has  held  that 
there  is  a  monopoly  in  Alcoa.  . 

Mr  Wilson.  May  I  correct  the  chairman  on  that  ( 

Senator  O'Mahoney.  Surely,  I  want  to  be  corrected.  „.  .q^ 

Mr  Wilson.  The  highest  Court  in  the  land  decided  that  as  of  19« 
A.lcoa  had  a  monopoly  in  the  ingot  field.  They  carefully  set  out  that 
they  did  not  know  what  the  situation,  now  tomorrow  is,  and  what  the 
sitimtion  will  be,  until  a  program  has  been  determined  for  the  disposal 
nf  these  Government  facilities.  ^.  ,    ,,  _   . 

Senator  O'Mahoney.  That  is  it.  Depending  upon  whether  or  not 
the  disposal  of  Government  facilities  strengthens  the  monopoly  or 
Stroduces  competition,  then  the  further  action  of  the  Court  will  be 

guided?  .      .  w 

Mr  Wilson.  That  is  right.  ,     ^        -n     •.     x- 

Mr  HicIman.  They  will  also  be  guided  by  the  Reynolds  situation. 
Their  1940  decision  was  before  Reynolds  started. 

Senator  O'Mahoney.  Of  cours^as  to  whether  or  not  there  would 
be  competition  in  the  field. 
Mr.  Hickman.  That  is  right.  , .  ,     ^^  u 

Senator  O'Mahoney.  Naturally  that  would  be  the  result 
Senator  Wherry.  Mr.  Chairman,  let  me  get  this  straight.   J^^^^ 
statement  is  prepared  by  the  witness,  g^Y^^f,  t^^;^^^^^^^^^^ 
of  what  recommendations  were  contained  in  the  Symington  report, 
the  Surplus  Property  Board  report;  is  that  rights 
Senator  O'Mahoney.  That  is  right.  o^^i.^^^ 

Senator  Wherry.  Now,  the  fact  that  Mr  Symington  or  anybody 
else  has  testified  to  something  which  might  change  or  niight  not 
change  the  recommendations,  doesn't  alter  the  testimony  given  here 
by  Alcoa  or  Reynolds  or  any  other  company  as  to  how  they  feel  about 

*\'Xto'M^^^^^  That  is  precisely  what  I  said  a  few  moments 

ago.   I  iust  wanted  to  make  it  clear  on  the  record. 

Senator  Wherry.  Regardless  of  what  Mr.  Symington  fid  this 
morning,  that  doesn't  prevent  Alcoa  from  giving  their  interpreta- 
tions of  what  they  think  the  Symington  report  meant  when  they  made 

their  recommendations.  ,    .  .i,    /-(i,  •    ^„;/i 

Senator  O'Mahony.  That  is  precisely  what  the  Chair  said. 
Senator  Wherry.  I  understand  it  now. 

three  concerns  now  producing  aluminum  ingot 

Mr.  Anderson.  There  is  just  one  point  of  fact,  Mr.  Wilson,  with 
respect  to  ingot  production.  You  mentioned  that  there  were  ttiree 
competing  firms  at  the  present  time.  My  understanding  is  that  Olin 
one  of  the  firms  you  mentioned,  is  not  operating  in  that  held  at  the 

""  M^nViLSON.  I  can't  speak  authoritatively  for  Olin,  but  may  I  ask 
the  Chair  to  call  on  the  representative  of  Olm  to  ascertain  that  ? 
Senator  O'Mahoney.  That  is  a  good  idea.    Can  a  representative  of 

Olin  answer  that ?  ,        ,   ,  ^.„  ,.  ^ 

Mr.  Rousseau.  To  the  best  of  my  knowledge  we  are  still  operating. 

We  have  had  some  differences  with  labor  at  our  East  Alton  plant  tor 
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the  past  month  or  so,  and  they  saw  fit  to  keep  all  of  our  executive  per- 
sonnel out  of  their  offices. 

Senator  O'Mahoney.  The  question  is,  Are  you  now  producing  alu- 
minum ingot? 

Mr.  Rousseau.  We  were  3  weeks  ago  when  I  last  heard  from  head- 
quarters. Nobody  has  been  allowed  to  get  in  there  for  the  last  month 
or  so. 

Senator  O'Mahoney.  Then  assuming  that  Reynolds  is  producing, 
we  have  three  producers  of  ingot — the  Aluminum  Co.  of  America, 
Reynolds,  and  Olin.  Now  may  I  ask  if  you  are  producing  under  a 
Government  contract  ? 

Mr.  Rousseau.  Yes,  sir ;  that  is  a  DPC-owned  plant. 

Senator  O'Mahoney.  And  you  are  producing  under  one  of  the 
RFC-DPC  subsidy  contracts  which  were  made  for  the  purposes  of 
this  war  ? 

Mr.  Rousseau.  I  would  rather  skip  that  word ;  but  we  are  producing 
under  that  contract. 

Senator  AVherry.  I  want  to  thank  the  chairman  for  using  the  right 
word  there.     [Laughter.] 

Senator  O'Mahoney.  I  always  try  to,  Senator  Wherry. 

Mr.  Rousseau.  Senator,  may  I  add  that  I  have  just  checked  with 
Dr.  Sebastian,  of  the  War  Production  Board,  who  have  control  over 
this  plant  as  I  understand  it,  and  he  says  we  are  still  producing. 

Mr.  Troy.  Would  the  gentleman  from  Olin  state  whether  they  in- 
tend staying  in  the  business  of  producing  aluminum ;  is  it  their  inten- 
tion to  contmue  as  a  producer  in  the  future? 

Mr.  Rousseau.  Senator,  I  happen  to  be  only  an  observer  here.  We 
have  a  staff  executive  who  is  in  charge  of  all  of  this  and  who  had  in- 
tended to  come  to  all  of  these  meetings,  but  again  due  to  these  dif- 
ferences between  labor  and  management  nobody  has  been  able  to  get 
in  his  office  for  the  last  month. 

Senator  O'Mahoney.  I  think  it  becomes  clear  as  we  go  along  that 
those  who  are  in  charge  of  the  Government's  interests  in  this  field 
must  expect  to  negotiate  at  arm's  length  with  all  of  those  who  are 
seeking  to  acquire  the  facilities. 

Mr.  Troy.  Still  further  with  reference  to  Olin,  the  information  has 
"gotten  around  that  Olin  will  not  continue  as  long  as  they  do  not  have 
their  own  independent  bauxite  supply.  I  wonder  whether  anything 
is  known  about  that  ? 

Mr.  Rousseau.  Senator,  we  submitted  some  testimony  here  before 
the  Small  Business  Committee.  I  wouldn't  say  at  all  that  we  have 
lost  our  interest  in  it.  We  expressed  our  position  at  that  time  as  to 
what  we  would  need  to  go  in  without  subsidy  and  operate  with  our  own 
funds,  and  as  far  as  I  know  that  condition  still  prevails. 

Senator  O'Mahoney.  Thank  you  very  much. 

You  may  proceed,  Mr.  Wilson. 

Mr.  Wilson  (continuing)  : 

3.  Cost-plus  contracts  are  always  an  invitation  to  increased  costs  and  lowered 
eflSciency.  Can  it  be  any  different  in  a  plant  in  which  the  Reconstruction 
Finance  Corix) ration  foots  the  losses? 

4.  It  is  wholly  misleading  to  say  that  Alcoa  operated  Government-owned  plants 
during  the  war  on  the  same  basis  as  is  now  proposed.  It  had  built  the  plants 
for  the  Government,  without  fee  or  profit,  and  made  available  all  the  experience 
and  know-how  acquired  over  more  than  50  years.    Alcoa  was  required  to  reduce 


•f.  in^nt  nricp  to  15  cents  a  pound  and  to  submit  to  governmental  price  controls 
nn  Si  nrKs  manSur^^^^^  the  leased  plants.  Alcoa  was  also  required  to 
sSl  tL  «  o^these  plan^  for  war  purposes  on  Government  allocation  of  the 
War  Production  Board. 

Senator  O'Mahoney.  I  am  prompted  to  inquire,  just  as  a  matter  of 
information:  Were  these  contracts  subject  to  renegotiation^^ 

Mr.  Whson.  I  am  not  sure.    My  counsel  here  says    1  es. 

Mr.  Hickman.  Yes,  they  were,  Senator. 

Senator  O'Mahoney.  Were  they  renegotiated « 

Senator  O^mIhoney.  Do  you  know  whether  or  not  the  contract  with 
Aluminum  Limited  of  Canada  was  renegotiated? 
Mr.  Hickman.  I  know  no  more  about  it  than  you-if  you  know 

nothing  about  it.  r.     4.  -i. 

Senator  O'Mahoney.  I  know  nothing  about  it. 
Mr.  Troy.  The  Small  Business  Committee  brought  out  that  it  was 

"""'senrto^r^'SMAHONE      There  was  a  purchase  there,  by  the  Govern- 
ment of  the  United  States,  as  I  recall  it,  of  some  million  pounds 

Mr  Troy  (interposing).  It  went  to  a  billion.  ,      -    ,       • 

Senator  O'Mahoney.  That  is  right,  a  billion  pounds  of  aluminum. 

Senator  Wherry.  We  went  into  that  very  thoroughly  m  the  Small 

Business  Committee,  and  when  they  found  that  there  was  a  surplus 

they  canceled  the  contract  and  they  got  over  the  fence  and  out  as 

quickly  as  possible ;  isn't  that  true,  Mr.  Anderson  ? 

Mr.  Anderson.  Yes.  •     i.i,„4. 

Mr.  GoLDSCHMiDT.  I  Understand  that  the  escalator  clauses  m  that 

contract  were  renegotiated.   .  ,    ,       .       ._    ,         ^,  .+;^« 

Senator  O'Mahoney.  I  think  that  is  aside  from  the  question. 

ALCOA's  PROFTTS  on  government  CONTRACTS  NEARLY  $30,000,000 

Mr.  Anderson.  On  your  point  4,  Mr.  Wilson,  yesterday  we  had 
testimony  from  the  RFC  and  other  people  present  to  the  effect  that 
the  Government,  in  its  relationship  with  Alcoa  with  respect  to  Crov- 
ernment-owned  plants,  made  a  very  handsome  profit  of  many  millions 
of  dollars  in  the  wartime  production  of  aluminum.  The  Government 
was  paying  15  percent  of  the  profit  and  retaining  85  percent  of  the 
profit,  as  I  understand  it,  on  the  operation.  Could  you  supply  the 
committee  for  the  record  with  tlie  amount  of  profit  taken  from  the 
operation  of  Government-owned  aluminum  plants  by  Alcoa  during 
the  period  of  its  leased  operations  ?  .        .    ,  ,  .^ 

Mr  Wilson.  I  have  that  over-all  figure  m  mmd  now,  and  it  appears 
later  'in  the  statement.    It  is  nearly  $30,000,000-$29,000,000  plus. 

Mr  Anderson.  Alcoa  did  not  sustain  any  losses,  then,  but  made 
a  profit  of  approximately  $30,000,000  in  the  operation  of  these  Gov- 
ernment-owned plants  ? 

Mr.  Whson.  No,  indeed ;  the  $29,000,000  plus  was  the  gross  pay- 
ment by  Alcoa  to  the  Government  for  operatmg  the  alumina  and 

aluminum  smelting  plants.  .      . ,  ,      <.         .i 

Mr.  Anderson.  What  kind  of  a  profit  did  Alcoa  make  from  the 

operation  of  these  Government  plants? 
Mr.  Whson.  Before  taxes  the  corresponding  profit  to  Alcoa  was 

about  $6,000,000, 1  believe.    That  is  not  the  exact  figure,  but  it  would 

be  in  that  neighborhood. 
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Mr.  Anderson.  So  that,  although  Alcoa,  as  you  say,  built  these 
plants  for  the  Government  without  fee  or  profit,  the  operation  of  the 
plants  did  result  in  a  substantial  profit  to  Alcoa  ? 

Mr.  Wilson.  That  is  correct. 

Senator  O'Mahoney.  And  at  the  reduced  price  for  aluminum? 

Mr.  Wilson.  That  is  correct. 

Mr.  Troy.  Does  that  include  the  4  percent  overhead  by  the  Govem- 
inent  to  Alcoa  and  2  percent  in  other  instances  ? 

Mr.  Wilson.  I  don't  know  what  you  mean.  It  is  an  expense  that 
is  included 

Mr.  Troy  (interposing).  But  it  was  treated  as  an  expense  item? 

Mr.  Wilson.  That  is  correct — ^not  included  in  the  profit. 

Mr.  Troy.  In  other  words,  it  was  money  paid  by  the  Government 
to  Alcoa  ? 

Senator  O'Mahoney.  He  said  that  it  is  not  included  in  the  profit. 

Mr.  Wilson.  It  works  the  other  way.  The  Government  trusted 
Alcoa  to  operate  these  plants  and  trusted  Alcoa  to  collect  the  money 
when  we  sold  the  product  from  these  plants,  and  then  we  accounted 
to  the  Government  for  the  operation  and  paid  all  the  expenses  in 
connection  with  the  operation  of  all  of  these  plants,  and  paid  to  the 
Government,  then,  $29,000,000  plus.  The  Government  itself  didn't 
pay  Alcoa  anything. 

Mr.  Anderson.  To  pursue  that  for  a  moment,  the  Government  had 
the  investment,  not  Alcoa  ? 

Mr.  Wilson.  That  is  correct. 

Mr.  Anderson.  It  was  the  Government's  property  and  you  were 
leasing  these  plants,  and  operating  them  on  the  terms  of  a  lease  which 
insured  you  against  any  and  all  losses,  and  with  a  guaranteed  profit, 
or  a  share  in  the  profits,  of  15  percent? 

Mr.  Wilson.  That  is  correct.  But  when  we  were  guaranteed  against 
all  losses  we  first  wrote  a  blanket  contract  on  August  19,  1941,  under 
which  we  undertook  and  agreed  to  build  for  the  Government  certain 
aluminum  plants,  and  the  start  of  the  Hurricane  Creek  alumina  plant, 
and  in  that  same  contract  agreed  that  we  would  operate  such  of  those 
plants  as  the  Government  wished  us  to  operate,  under  certain  provi- 
sions as  set  forth  in  that  contract ;  and  we  also  agreed  that  at  any  time 
in  the  future  the  Government  program  called  for  more  construction 
which  they  wished  Alcoa  to  undertake  for  the  Government,  we  would 
build  those  plants.  So  that  the  first  contract  was  a  blanket  contract 
and  there  was  no  ability  to  foresee,  either  on  the  part  of  Government 
or  of  Alcoa,  what  might  be  brought  in  under  the  provisions  of  that  first 
blanket  contract.  It  was  felt  that  there  might  be  programed  plants 
that  had  no  possibility  of  being  economically  operated,  but  which 
would  be  needed  to  provide  material  for  the  war  program,  in 
order  to  permit  us  to  win  the  war.  And  Alcoa  went  wholeheartedly 
into  an  arrangement  to  give  to  this  Government  everything  that  it 
could  give  to  the  successful  conclusion  of  the  war. 

guaranties  against  losses  and  subsidies 

Senator  O'Mahoney.  That  is  not  at  issue  here,  Mr.  Wilson.  I  think 
that  I  can  say  that  everybody  agrees  that  Alcoa  did  an  efficient  job, 
and  that  the  production  of  aluminum  by  Alcoa  and  the  other  corpora- 
tions which  were  subsidized  by  the  Government  and  guaranteed  against 


losses  was  absolutely  essential  to  the  winning  of  the  war.  We  are  now 
KS  forwa^^  to  the  future  and  the  question  which  ^^  Pref  n^^^^^^^^^ 
ici  T  se!  itr-in  view  of  the  fact  that  Congress  has  repeatedly  declared 
fnolfcVoT^establishing  competition-is  to  what  extent  and  in  what 
manS  the  Gov^^^^^^^^  by  L  disposal  policies  may  Promote  the 
Sation  of  these  aluminum  plants  in  a  competitive  system.    That 

''  ?ow  y7u\"e'a£k^^^^^  as  I  gather  it,  the  policy  in  peace  of  subsidy 
from  which  you  benefited  in  time  of  war,  and,  of  course,  there  is  a  big 
S^tior  The  Government  had  to  subsidize  Alcoa  and  Reynolds 
itoiin  and^^^^^^^^^  others  in  order  to  make  sure  that  we  did  produce 

%f  wSo^N.XSirman,  may  I  ask  you  this  question? 

|[rwTL?o^XrT^^^^^^^  subsidize  Alcoa  during  the 

wa^?  •  We  paid  fhe  Government  over  $29,000,000  for  the  right  to  run 
these  plants.   Does  that  constitute  a  subsidy  to  Alcoa  i 

Stor  O'Mahoney.  Was  there  not  deducted  from  the  over-all  of 
<U9  000  000  some  $13,000,000  of  losses?  • 

^r  Wilson  But  ^e  did  this  in  a  whole  blanket  arrangement;  we 
eflid  "Throw  in  anything  you  want."  . 

Senator  O'Mahoney.  In  other  words,  there  was  a  guaranty  against 
loss  FortunS  on  the  whole  there  wasn't  a  loss;  but  there  was  a 
guaranty  against  loss,  was  there  not  ? 

Mr.  Wilson.  There  was,  yes. 

Senator  Wherrt.  Mr.  Chairman,  may  I  ask  a  question? 

irSr  wSrMr.  w£,  is  it  the  "know  how"  that  made  the 
difference  between  what  might  haye  been  a  profit  or  a  loss  in  your 
oSbn  of  those  plants?  W  reason  I  am  asking  that  question- 
!^k  is  entirely  different  from  the  point  made  here-is  that  m  the 
tesulnySe  tt  Small  Business  (: 
fied  that  they  could  not  produce  ingot  aluminum  for,  I  belieye  it  was, 

15  cents  a  pound ,    ™      ,      ,        xi, 

Mr.  WilIon  (interposing) .  That  has  been  the  price. 
Senator  Wherrt.  Well,  that  they  couldn't  produce  it  for  tes  than 
th^except  af  a  loss.  What  I  would  like  to  know-because  it  mi^ 
have  a  bearing  on  the  Goyernment  putting  anyone  else  m  business- 
is  [his :  I  takf  it  that  if  there  had  been  a  loss  then  there  would  haye 
been  a  subsidy  because  you  had  this  guaranty.  But  you  made  a  profit. 
Now  what  I  want  to  know  is  this:  Is  it  the  "know  how"  that  produced 
that  profit  or  could  another  business,  operating  under  those  guaran- 
teed contracts,  haye  produced  that  aluminum  at  that  price  orwould 
it  haye  had  to  be  reimbursed  because  it  couldn't  make  it?    What  is 

^*Mr!'^^''oN.  Well,  I  hesitate  to  express  certainly  more  than  an 
opinion ;  it  isn't  any  judgment  on  my  part.  But  I  can  _t  see  how  it  can 
b^  much  of  anything  else.  I  think  it  sounds  a  little  bit  immodest  for 
Alcoa  to  step  up  and  say,  "We  know  a  little  more  about  this  business 
than  anybody  else."    Maybe  we  do ;  maybe  it  is  a  fact. 

Mr  Trot  Mr.  Keynolds  indicated  that  the  price  they  paid  for  baux- 
ite was  far  greater  than  Alcoa's  price,  and  that  his  power  rates  were 
higher,  based  upon  his  considerably  different  contract  rates  for  power. 
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Senator  Wherry.  What  I  want  to  know  is  just  this  thing :  Could 
we  go  out  and  subsidize  any  new  firm  and  obtain  the  same  results? 

Mr.  Troy.  It  wasn't  just  based  on  "know  how";  it  was  on  the  price 
of  bauxite  and  power. 

Senator  Wherry.  I  am  not  interested  in  that.  They  simply  made 
the  statement  that  they  couldn't  produce  for  less  than  that;  I  don't 
know  what  the  difficulty  was  and  that  is  beside  the  question.  I  want 
to  know  if  there  is  a  "know  how"  in  the  production  of  aluminum- 
there  are  no  patents  about  it,  and  I  am  not  asking  you  to  be  immodest— 
but  I  want  to  know  if  the  Government  could  expect  to  put  another 
outfit  in  business  and  go  in  and  produce  this  material,  as  an  inte- 
grated competitor,  and  be  able  to  compete  because  they  do  or  do  not 
have  the  "know  how"  that  you  seemed  to  have  in  producing  a  profit 
in  those  plants,  where  others  seemed  to  lose  money  at  the  same  price  ? 

Mr.  Wilson.  Without  wanting  to  sidestep  in  any  way,  of  course 
there  is  a  "know  how"  in  any  business.  Nobody  can  go  and  open  up 
a  corner  grocery  store  and  make  a  succcess  of  if  without  at  least  know- 
mg  how  to  buy  and  how  to  sell  and  how  to  stock  and  what  to  prepare 
for.  Of  course  there  is  a  "know  how"  in  any  business.  But  why 
does  that  mean  that  the  Government— whether  it  is  assistance  or  aid 
or  whether  it  is  subsidy— should  go  out  and  help  this  other  man  in  ? 
Experience  is  what  he  needs  and  that  is  the  only  way  Alcoa  got  it. 

Senator  Taylor.  We  are  not  going  to  help  the  corner  grocer  because 
there  definitely  is  competition  in  that  field.  We  are  interested  in  see- 
ing that  there  is  competition  in  the  aluminum  industry,  if  there  is  to 
be  any  help  for  anybody. 

"alcoa  welcomes  competition,"  witness  says 

^  Mr.  Wilson.  As  far  as  Alcoa  is  concerned  we  will  welcome  competi- 
tion that  is  sound,  straightforward,  honest  competition.  We  realize 
that  we  have  got  much  to  gain  from  it,  but  we  want  straightforward, 
honest,  on-the-line  competition,  and  the  stronger  it  is  the  better  it  will 
be. 

Senator  O'lVfAiiONEY.  But  you  take  the  position  that  Government 
should  not,  by  any  aids  or  incentives,  encourage  little  business  to  be- 
come competitors  ? 

Mr.  Wilson.  Not  at  all.    Alcoa  started  as  a  little  business. 

Senator  Wherry.  You  didn't  use  the  right  word  that  time.  Sena- 
tor. [Laughter]. 

Senator  O'Mahoney.  I  am  using  this  word  with  malice  afore- 
thought because  I  have  in  mind  some  of  the  bills  which  have  been 
introduced  in  Congress  and  some  of  the  policies  which  have  been  rec- 
ommended by  the  Small  Business  Committee. 

I  say,  Mr.  Wilson,  that  you  nevertheless  take  the  position  that  the 
Government  should  not,  by  aid  or  incentive,  help  little  business  to  be- 
come competitors  of  Alcoa  ? 

Mr.  Wilson.  Oh,  no ;  not  if  you  will  limit  your  aid  and  incentive 
to  proper  aid  and  incentive. 

Senator  O'Mahoney.  All  right.  Now  that  is  what  we  want.  Will 
you,  sometime  during  the  hearing,  tell  us  what  you  regard  as  proper 
aid  and  incentive  to  be  extended  by  the  Government  in  the  disposal  of 
these  plants  to  competitors  of  Alcoa  ? 


Mr  Wilson.  I  hope  that  I  may  be  able  to,  but  I  am  just  human 
enough,  and  it  is  much  easier,  to  say  what  I  don't  think  is  proper  rather 
than  what  I  think  is  proper,  and  I  admit  that  that  is  a  human  failing. 
[Laughter,] 

"patents  and  know-how  should  be  paid  for  in  some  way,"  says 

MR.  STRAUS,  OF  AMERICAN  SMELTING  &  REFINING  CO. 

Senator  O'Mahoney.  Now  I  understand  the'  story.  I  notice  Mr. 
Straus  of  the  American  Smelting  &  Refining  Co.  here,  who  may  be  able 
to  make  a  comment  on  the  "know  how,"  concerning  which  Senator 

Wheri-y  asked.  .  ^  n       • 

Mr.  Straus.  Mr.  Chairman,  I  am  quite  sure  that  m  any  metallurgi- 
cal operation  as  complicated  as  the  production  of  aluminum,  and  par- 
ticularly of  alumina  at  the  Hurricane  Creek  plant,  that  anybody  who 
hasn't  got  the  "know  how"  cannot  operate  it.  The  "know  how",  as  Mr. 
Wilson  says,  comes  from  experience,  and  I  think  if  anybody  were  to  be 
igiven  the  "know  how"  to  operate  that  plant  they  should  have  to  pay 
for  it  in  some  way,  under  some  license  agreement,  not  only  for  the 
patents  but  also  for  the  "know  how."  ,    i      u 

I  don't  think  that  it  is  proper  to  say  that  the  Government  should 
hand  the  "know  how"  over  to  anyone  for  nothing.  Whether  or  not 
the  Aluminum  Co.  would  want  the  "know  how"  m  other  hands,  I  don  t 

know.  „  .     1        0 

Senator  O'Mahoney.  How  much  "know  how"  is  there « 

Mr.  Straus.  A  great  deal. 

Senator  O'Mahoney.  And  where  is  it?  ^        ^      , 

Mr.  Straus.  So  far  as  the  alumina  operations  at  Hurricane  Creek 

are  concerned,  it  is  entirely  in  the  hands  of  the  Aluminum  Co.  of 

America,  so  far  as  I  know.  ^       -  *        .  £ 

Senator  O'Mahoney.  So  that  the  Aluminum  Co.  of  America,  so  far 

as  Hurricane  Creek  is  concerned,  at  least,  has  a  monopoly  on  the 

"know  how"  ? 
Mr.  Straus.  So  far  as  I  know. 
Mr.  Borchardt.  Mr.  Wilson,  would  you  mind  stating  for  the  record 

whether  the  operations  of  all  the  plants  which  you  operated  for  the 

Government  were  profitable  or  whether  some  of  those  plants  operated 

at  a  loss  ° 

Mr.  Wilson.  Oh,  very  definitely  some  of  the  plants  operated  at  a 
loss.    They  were  inherently  high-cost  operations. 

Mr.  Borchardt.  Would  you  like  to  mention  some  of  those? 

Mr.  Wilson.  Without  being  able  to  speak  with  exactitude  on  this— 
the  Maspeth  or  Queens  plant,  operated  at  a  loss 

Senator  O'Mahoney  (interposing).  There  was  a  heavy  power 
charge  there,  wasn't  there? 

Mr.  Wilson.  Yes;  the  power  charge  alone  was  7  cents  or  more  per 
pound  of  aluminum.  The  Burlington,  N.  J.,  plant  is  in  the  same  cate- 
gory because  of  high  power  charges.  The  St.  Lawrence  or  Massena, 
N.  Y.,  plant  was  in  that  category.  The  Riverbank,  Calif.,  plant,  I 
believe,  finished  a  little  in  the  red ;  it  was  practically  a  stand-olf .  The 
Torrance  or  Los  Angeles  plant,  I  think,  operated  at  a  loss. 

Mr.  Borchardt.  So  you  might  say  that  even  with  the  best  of  know 
how"  available  to  Alcoa,  you  had  to  go  into  the  red  as  to  some  of  the 
Government-owned  plants? 
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Mr.  Wilson.  I  think  that  was  recognized  when  they  were  laid  down 
by  the  War  Production  Board,  and  the  only  justification  for  those 
plants  was  not  that  they  would  result  in  a  profitable  operation  but 
that  they  were  the  only  locations  at  which  sufficient  power  could  be 
obtained  to  obtain  the  production  that  was  felt  necessary  for  the  war 
effort. 

Senator  O'Mahoney.  We  had  to  expand  the  production  of  alumi- 
num, and  we  had  to  use  the  best  means  available  for  that  purpose  even 
though  it  were  at  a  loss,  and  the  Government  undertook  to  underwrite 
the  loss. 

Mr.  Wilson.  I  think  it  was  felt — although  I  can't  speak  positively 
as  to  this  because  I  don't  know  what  was  in  the  minds  of  the  War 
Production  Board  and  its  predecessor — but  I  always  obtained  the 
impression  that  the  successful  operation,  -from  a  financial  viewpoint, 
of  the  expanded  facilities  to  be  owned  by  the  Government,  was  never 
considered  as  to  whether  it  would  result  in  a  profit  or  a  loss;  it  was 
considered  only  from  the  standpoint  of,  would  the  material  be  pro- 
vided in  sufficient  quantities  and  in  sufficient  tinie  to  let  us  win  the 
war  ?  Insofar  as  it  was  given  us  to  have  a  part  in  that  program,  we 
made  every  endeavor  to  see  that  the  part  that  we  had  would  not  only 
provide  the  material  in  time  and  in  sufficient  quantities  but  at  a  cost 
that  would  save  the  taxpayers  as  much  money  as  we  could  save  for 
them. 

Senator  O'Mahoney.  Now,  some  of  the  plants  of  Alcoa,  the  plants 
privately  owned  by  Alcoa,  were  also  expanded,  were  they  not? 

Mr.  Wilson,  Very  definitely.  As  to  Alcoa  itself,  the  largest  produc- 
tion it  had  before  the  war  was  327,000,000  pounds  a  year  .  We,  in 
1938,  started  to  expand  our  production  facilities  when  we  felt  that 
there  was  a  shadow  over  the  world,  and  we  put  in  $300,000,000  of  our 
own  money,  not  dollars  that  we  had  but  money  that  we  went  out  and 
borrowed,  and  expanded  our  facilities  from  327,000,000  pounds  a  year 
to  830,000,000  pounds  a  year,  and  we  would  have  made  further  expan- 
sions on  our  own  account  but  for  the  fact  that  we  were  denied  by  the 
Government  the  opportunity  to  spend  our  own  money  to  do  so.  Mr. 
Goldschmidt  knows  that  we  were  willing  to  increase  the  capaci^  of 
our  Vancouver,  Wash.,  plant,  which  is  dependent  upon  power  from 
Bonneville,  but  the  Department  of  the  Interior  said  "No,"  that  Alcoa 
should  not  be  permitted  to  purchase  any  more  power  to  expand  its 
plant. 

Senator  O'Mahoney.  Didn't  you  have  the  benefit  of  the  write-off 
provisions  of  the  Federal  law,  the  5-year  amortization? 

Mr.  Wilson.  Not  when  we  started  our  expansion  in  1938. 

Senator  O'Mahoney.  But  you  did  later  on  ? 

Mr.  Wilson.  Later  on  Congress  extended  that  opportunity  and, 
of  course,  we  took  advantage  of  it. 

Senator  O'Mahoney.  In  other  words,  Congress  passed  a  law  which 
was  an  aid  or  an  incentive  to  Alcoa,  or  if  I  am  to  accommodate  Senator 
Wherry,  a  subsidy  to  Alcoa  to  expand  its  own  plants  ? 

Mr.  Wilson.  But  the  point  I  wish  to  make,  Senator,  is  that  we 
embarked  on  that  program  before  Congress  ever  offered  that  incentive, 
aid,  or  subsidy. 

Senator  O'Mahoney.  Oh,  surely,  but  you  took  it  afterward.  All 
right,  you  may  proceed. 


Mr.  Troy.  As  to  know-how  I  think  it  should  be  made  clear  that 
know-how  is  nothing  kept  in  the  safe,  but  it  is  part  and  parcel  of  the 
n^rsonnel  of  the  orlanization.  There  may  be  many  men^  who  have 
Enow-how  in  Alcoa.  It  is  not  something  which  is  a  private  formula 
and  which  they  keep  as  a  formula  in  the  safe. 

MrHiCKMlN.  If  you  want  Mr.  Wilson,  you  can't  have  him. 

^^Mr^G™^  Mr.  Chairman,  I  think  it  ought  to  be  made  clear 

inX  record  that  the  power  Mr.  Wilson  speaks  of  that  was  requested 
of  the  Interior  Department,  Bonneville  Power  Administration,  m  the 
winter  of  1941,  was  turned  over  for  the  production  of  a  like  amount 
of  aluminum  to  the  Keynolds  Metals  Co.,  a  competitor  of  Alcoa,  be- 
cause  Alcoa  already  had  a  substantial  block  of  power  from  Bonne- 
ville  Dam  and  Keynolds  had  no  power  from  Bonneville  Dam  at  that 
time:  and  the  act  under  which  the  Bonneville  Power  AtoinisU^ation 
operates  requires  that  Bonneville  prevent  the  monopolization  of  Borme- 
ville  power  by  limited  groups.  Those  are  the  words  of  Congress^  The 
same  amount  of  aluminum,  in  other  words,  was  produced  from  Bonne- 
ville but  was  produced  by  a  competitor  of  Alcoa,  and  went  mto  the 
same  airplanes  and  armaments  that  it  would  have  gone  into  had  Alcoa 
made  it  in  its  own  plant. 
Mr.  Wilson.  I  think  that  is  true.  ' 

Senator  O'Mahoney.  Mr.  Wilson,  you  may  proceed. 
Mr.  Wilson  (continuing). 

Contrast  the  postwar  lessee,  who  will  be  handed  these  plants,  the  efficiency  and 
economy  of  which  have  been  proven,  and  who  will  be  selling  his  product,  freed 
of  aU  wartime  controls,  in  a  peacetime,  competitive  market. 

Mr.  BoRCHARDT.  Mr.  Wilson,  excuse  me  one  moment.  That  does  not 
include  the  plants  which  you  operated  at  a  loss  during  the  war.  As  to 
those  plants  their  efficiency  and  economy  has  not  been  proven  ? 

Mr.  Wilson.  Those  plants  are  not 

Mr.  BoRCHARDT  (uiterposing).  Efficient  and  economic. 

PLANTS  THE  POSTWAR  OPERATION  OF  WHICH  MIGHT  BE  JUSTIFIED 

Mr.  Wilson.  That  is  one  thing  on  which  we  all  seem  to  be  agreed; 
we  ali  seem  to  be  talking  about  the  same  plants,  as  ones  the  operation 
of  which  in  the  postwar  period  is  justified.  ,      .    .        . 

Senator  Wherry.  Do  you  mean  by  that,  Mr.  Wilson,  that  it  is  going 
to  be  more  difficult  to  operate  those  plants  that  you  built  up  during 
the  expansion  period  than  it  will  be  the  plants  you  had  prior  to  that 

time?  .  ,     .. 

Mr.  Wilson.  No  ;  I  don't.  I  am  glad  of  an  opportunity  to  clarify 
that.  I  think  everybody  recognizes  that  the  Maspeth  or  Queens  plant ; 
the  Burlington,  N.  J.,  plant;  the  St.  Lawrence  or  Massena  plant  with 
its  present  power  supply  are  obviously  of  no  interest  to  anybody  from 
a  postwar  operating  point  of  view.  The  two  that  might  be  on  the 
border  line  are  the  Eiverbank  plant  and  the  Torrance  or  Los  Angeles 
plant.  But  the  plants  as  discussed  in  the  Surplus  Property  Adminis- 
trator's report,  which  have  been  the  subject  of  the  hearing,  are  the 
Mead  or  Spokane  smelting  plant,  the  Troutdale,  Oreg.,  smelting  plant, 
the  Jones  Mills,  Ark.,  smelting  plant,  and  the  Hurricane  Creek  alumina 
plant.    The  Baton  Rouge  alumina  plant  I  haven't  heard  discussed 
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much,  and  I  don't  know  just  why  not.  I  would  suppose,  maybe,  that 
it  is  in  the  same  category  as  the  Kiverbank  or  Torrance  smelting  plants. 
But  there  k  also  the  Tafcoma,  Wash.,  plant  of  the  Olin  Co.,  which  is 
a  perfectly  good  successful  plant  as  far  as  I  know. 

Senator  Wherry.  Of  course  all  these  plants  make  up  the  $700,000,- 
000  we  are  talking  about  ? 

Mr.  Wilson.  They  are  only  part  of  the  $700,000,000.  The  $700,000,- 
000  is  made  up  of  that  group,  which  have  been  taken  together,  the 
alumina  and  aluminum-smelting  plants,  but  I  believe  the  largest 
amount  of  money — I  don't  have  it  in  my  mind  now — ^but  I  think  the 
largest  amount  of  money  is  in  the  group  one  step  beyond  there,  the 
fabricating  group. 

Senator  Wherry.  I  see.  I  think  that  clarifies  it  for  me  but  I  thought 
that  should  be  in  the  record  after  the  questions  which  have  been  asked. 

Mr.  Wilson  (continuing). 

SUBSIDY  NO.  2.  PITBCHASE  OPTIONS  BASED  ON  EARNINGS*  BECORD  UNDER  THE 

SUBSIDIZED  LEASES 

It  is  proposed  to  give  the  lessees  of  Government  plants  an  option  to  purchase 
based  upon  the  earnings'  record  of  the  plant  during  the  subsidized  lease. 
Consider  the  consequences  of  coupling  subsidies  Nos.  1  and  2. 

1.  What  would  a  calculating  lessee  of  a  Government  plant  do,  who  wanted  to 
buy  as  cheaply  as  possible?  As  a  lessee  he  would  spend  money  with  abandon  to 
capture  customers  and  markets  and  to  create  a  sales  organization  which  would 
be  useful  to  him  when  he  purchased  the  plant.  Sell  below  cost,  drive  Alcoa  and 
his  other  competitors  to  the  wall,  and  capture  customers  for  later  use.  The  more 
he  spent  during  the  period  of  the  lease,  the  better.  The  Reconstruction  Finance 
Corporation  pays  the  bills. 

2.  The  money  he  spends  in  capturing  customers  and  markets,  in  breaking  his 
privately  financed  competitors,  and  in  building  up  an  organization  may  reduce 
his  earnings  under  the  leasehold  to  little  or  nothing  and,  thereby,  enable  him  to 
exercise  his  option  to  purchase  the  plant  from  the  Government  at  little  or  nothing. 
Leasehold  earnings  having  been  nil,  therefore,  the  purchase  price  will  be  nominal. 
Extravagant  management  on  Government  money  kills  two  birds  with  one  stone. 

3.  Even  the  operator  who  is  trying  to  operate  in  a  cc^nstructive  way  has  every 
inducement  to  incur  a  loss.  The  more  he  earns  as  lessee,  the  more  it  will  cost 
him  to  buy  the  plant  under  the  purchase  option;  the  more  he  loses  under  the 
lease,  the  cheaper  the  purchase  price.  Why  worry  about  the  losses ;  the  Recon- 
struction Finance  Corporation  will  foot  the  bill  under  subsidy  No.  1. 

4.  It  is  repeatedly  asserted  that  the  devolpment  of  aluminum  markets  sufficient 
to  absorb  the  productive  capacity  of  the  aluminum  industry  requires  a  low  sales 
price  for  aluminum.  But  the  disposal  program,  particularly  subsidies  Nos.  1 
and  2,  create  an  absolute  barrier  against  the  operation  of  the  Government  plants 
in  a  low-cost  manner.  It  is  inevitable  that  they  will  be  operated  extravagantly. 
If  low  prices  for  aluminum  should  result  under  a  management  that  has  every 
financial  inducement  to  be  extravagant,  it  would  only  be  because  prices  are 
deliberately  set  low  and  the  Reconstruction  Finance  Corporation  presented  with 
the  bill. 

5.  This  purchase  formula,  predicated  upon  postwar  earnings,  applies  to  fabri- 
cating facilities  as  well  as  alumina  and  aluminum-smelting  plants.  Hundreds 
of  concerns  besides  Alcoa  have  invested  private  capital  in  competing  plants  which 
are  skillfully  operated.  Under  the  plan  they  get  no  advantage  out  of  this  oper- 
ating ability,  as  compared  with  a  purchaser  or  lessee  of  a  plant  who  pays  for  the 
Government  plant  only  on  the  basis  of  what  he,  himself — perhaps  with  no  exper- 
ience and  little  ability — chooses  to  earn  out  of  the  plant. 

Senator  O'Mahoney.  Do  you  feel,  Mr.  Wilson,  it  would  be  impossi- 
ble to  draw  a  contract,  even  under  this  assumption  that  it  were  the 
policy,  although  no  such  contract  has  been  approved,  which  would 
protect  the  Government  against  the  dire  results  which  you  have  listed 
here? 


Mr  Wilson.  I  wouldn't  know  how  to  draw  that  contract  based  on 
his  earnings,  as  long  as  you  have  those  earnings  as  a  measurmg  stick  for 
the  price  that  he  is  to  pay  for  the  plant.  w    i    i      e 

Senator  O'Mahoney.  Well,  doesn't  this  assume  complete  lack  of 
(rood  faith  on  the  part  of  the  operator,  and  don't  you  think  that  the 
government  could  write  a  contract  which  would  protect  itselt  against 
such  a  breach  of  honesty  and  fair  dealing?  .i  •    i  x^     j 

Mr  Wilson.  I  certainly  don't  mean,  and  I  am  sure  this  letter  does 
not  mean,  to  impute  complete  lack  of  honesty  to  anyone.  But  it  does 
Doint  out  what  can  happen  under  that  type  of  an  arrangement,  and 
unfortunately  there  are,  in  this  world,  those  who  take  advantage  of  a 

jriven  opportunity.  ,        .,.      '        ,      -i-i. 

Senator  O'Mahoney.  Yes ;  but  you  are  describing  what  might  hap- 
pen in  a  given  set  of  circumstances  where  persons  without  good  taitn 
were  operating  a  plant.  Now  my  question  is  designed  to  ask  you  if 
it  would  not  be  possible  to  get  an  utterly  different  result  where  people 
have  sood  faith  in  operating,  say  the  Aluminum  Co.  of  AmericaJ 

Mr  Wilson.  It  might  be,  but  I  wouldn't  know  how  to  protect  that. 
I  understood  your  question  to  be  whether  that  could  be  protected  m 
a  contract,  and  I  doubt  if  it  can  be  protected  by  a  contract  provision. 

Senator  O'Mahoney.  W^ell,  now,  on  that  point  I  think  1  would  be 
inclined  to  disagree;  I  think  it  could  be,  but  that,  of  course,  is  just  a 

matter  of  opinion.' 

(Discussion  off  the  record.) 

Senator  O'Mahoney.  If  the  members  of  the  committee  and  the 
Senators  present  are  agreeable,  we  will  reassemble  at  2:30.  Without 
objection,  the  committee  will  stand  in  recess  until  2 :  30.  .,  ^   oa 

(Whereupon,  at  12 :  20  p.  m.,  the  committee  recessed  until  2 :  30 
p.  m.  of  the  same  day.) 

AFTERNOON   SESSION 

Senator  O'Mahoney.  The  committee  will  now  be  in  session.  We 
have  the  opportunity  of  hearing  from  Mr.  Straus,  of  the  American 
Smelting  &  Refining  Co. 

STATEMENT  OE  ROGER  W.  STRAUS,  PRESIDENT,  AMERICAN 

SMELTING  &  REFINING  CO. 

Mr.  Straus.  Senatpr,  I  came  here,  as  you  know,  at  your  request 
and  in  answer  to  the  telegram  of  Senator  Murray  and  yourself  to 
comment  on  the  report  of  Mr.  Symington. 

Senator  O'Mahoney.  We  were  seeking  the  best  advice  we  could 

obtain.  . 

Mr.  Straus.  We  have  looked  somewhat  into  the  question  ot  the 
possibility  of  operating  one  or  more  of  the  plants,  the  Government 
aluminum  plants.  The  only  one  which  we  thought  might  be  an 
opportunity  for  private  enterprise  to  enter  into  was  the  combination 
of  Hurricane  and  Jones  mills. 

Our  objective  in  looking  into  that  was  the  possibility  of  a  lease 
with  the  idea  of  learning  something  about  the  business  at  the  end 
of  the  5  years,  and  then  determining  whether  or  not  we  wanted  to 
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go  into  the  business  on  a  more  vertical  basis.  The  more  we  looked 
into  it,  the  less  we  felt  that  there  was  a  probability  of  being  able  to 
do  that  successfully. 

The  plants,  our  engineers  report,  are  perfectly  wonderful  plants, 
beautifully  designed  and  beautifully  built,  but  the  idea  of  operating 
particularly  Hurricane  Creek,  which  is  operating  under  a  patent 
that  was  invented  by  Alcoa,  and  which  made  those  Arkansas 
bauxites,  as  we  understand  it,  as  a  chief  source  of  aluminum,  would 
make  it  necessary  not  only  to  have  the  patent  but  the  know-how  to 
operate  that  patent. 

Furthermore,  looking  into  the  sales  end  of  the  industry,  we  found 
that  there  was  a  great  demand  for  another  supplier  of  aluminum 
ingot,  but  they  naturally  wanted  to  know  how  long  the  supplier  would 
be  in  the  business,  and  that  of  course  we  could  not  tell  them  because 
our  objectives  was  to  test  out  the  business  and  see  how  the  business 
would  be  before  we  committed  ourselves  and  told  the  customer  that 
he  could  rely  on  our  source  of  supply  for  a  long  time. 

Altogether,  although  we  would  still  wish  to  see  what  kind  of  a 
set-up  the  Surplus  Proji-erty  Division  decided  they  would  make  avail- 
able to  the  industry,  we  do  not  feel  there  is  an  opportunity  for  us 
under  the  present  set-up. 

TELLS   COMMITTEE   "nO   ONE   WOULD   BE   HEROIC   ENOUGH   TO   BUY   THOSE 


^  plants" 

I  don't  know  whether  there  is  any  further  light  I  can  throw  upon 
the  general  plan.  I  think  you  will  find  that  no  one  would  be  heroic 
enough  to  buy  those  plants.  They  would  want  to  lease  them  on  some 
basis,  and  I  think  the}^  would  want  to  lease  them  on  the  basis  of  being 
given  an  option  to  purchase,  possibly  applying  the  profits,  however, 
to  the  purchase  price  rather  than  using  a  yardstick  of  how  little  they 
make  as  the  price  for  which  they  would  buy  the  plant. 

That  was  tlie  way  we  were  looking  at  it  while  we  were  looking  into 
it  with  the  idea  of  possibly  agreeing  on  the  purchase  price,  the  profits 
that  you  pay  the  Government  for  leasing  going  toward  the  purchase. 

Senator  O'Mahoney  What  were  the  considerations,  may  I  ask, 
that  prompted  you  to  look  into  the  matter  in  the  first  place  ? 

Mr.  Straus.  Well,  we  are  in  the  secondary  aluminum  business  now. 
We  have  a  capacity  of  approximately  2,500  tons  per  month  of  alumi- 
num, which  is  produced,  as  you  know,  from  scrap.  That  ingot  is  not 
suitable  for  all  types  of  uses  by  any  means. 

Furthermore,  we  do  require  a  certain  amount  of  virgin  aluminum 
to  what  they  call,  upgrade,  the  secondary  aluminum.  So,  being  in 
the  aluminum  business  to  that  extent,  having  had  some  contact  with  it, 
also  having  interest  in  two  companies  that  use  some  of  the  aluminum, 
we  thought  that  might  possibly  build  up  an  integrated  small  plant. 

We  never  thought  that  Jones  Mills  could  be  commercially  operated 
even  when  we  first  looked  into  it  at  anything  like  capacity.  I  think 
that  is  one  of  the  problems,  as  to  how  far  you  can  cut  down  that 
capacity  and  still  have  efficient  operation. 

Senator  O'Mahoney.  Have  you  given  any  thought  or  had  any 
engineering  study  made  of  the  possibilities  of  the  expanding  market? 

Mr.  Straus.  Oh,  of  course,  but  we  feel  that  that  expanding  market 
will  in  all  probability  come  relatively  fast  but  not  positively  fast.  A 
5-year  period  is  awfully  fast  in  any  industry. 


Senator  McClellan.   Do    you  mean  Hurricane  Creek  and  Jones 

Mills?  .  X  ^  .• 

Mr.  Straus.  Yes,  an  mtegrated  operation.  . 

We  do  believe  that  the  light-metal  industry  is  an  industry  that  will 

increase  very  greatly,  but  there  is  a  million  and  a  half  tons  more  or  less 

of  Government  stock  pile  hanging  over  the  situation. 
Senator  O'Mahoney.  We  are  confronted  here  with  the  same  prob- 

lem  that  gave  the  farmers  of  the  country  such  a  headache  for  20  years, 

namely,  the  problem  of  surpluses  and  how  to  use  the  surpluses.    Is  that 

"^  Mr'sS^us.  Probably.  I  think  it  is  a  little  different  First  of  all 
vou  are  more  fortunate  in  that  your  raw  material  doesn  t  spoil  either 
In  the  ground  or  after  it  has  been  made  into  ingots  At  intermediate 
places  it  does,  so  that  it  is  possible  to  plan  a  little  bit  more  easily  than 
vou  can  with  a  crop  that  may  spoil  or  be  damaged.  •   ^     +_ 

I  do  think  that  the  aluminum  industry  is  an  expanding  industry, 
and  that  is  of  course  the  reason  we  first  looked  into  it. 

Senator  O'Mahoney.  I  may  say  that  we  have  demonstrated, during 
this  war  that  with  a  very  active  economy  furnishing  every  opportunity 
for  business  and  for  labor,  there  is  a  great  demand  and  has  been  a 
great  demand  for  all  the  products  of  agriculture.  We  have  not  been 
Bothered  during  the  war  period  by  attempts  to  cut  down  agricultural 
production.  Workers  have  been  able  with  a  full  pay  envelope  to  buy 
all  the  beefsteaks  and  all  the  bread  that  they  desired. 

Senator  Wherry.  That  they  could  get. 

Senator  O'Mahoney.  That  they  could  get ;  yes. 

"capacity  to  produce  must  be  matched  with  capacity  to  consume," 

SAYS  SENATOR  o'MAHONEY 

With  respect  to  the  products  of  industry,  we  have  been  consuming 
in  the  war  this  tremendous  output  by  which  we  have  demonstrated  our 

^^So^aJ'to  get  it  altogether  away  from  aluminum,  I  would  like  to 
point  out  that  the  studies  of  this  committee  have  demonstrated,  for 
example  with  respect  to  synthetic  rubber  for  which  this  country  was 
completely  dependent  on  foreign  sou^-ces  ^f  supp^^,  that  we  can 
produce  here  everything  that  was  ever  used  In  1942  the  year  after 
we  became  involved  in  the  war,  we  produced  only  3,500  tons  of  syn- 
thetic rubber.  In  1943,  we  produced  more  than  a  quarter  of  a  milhon 
tons,  and  in  1944  production  was  running  m  excess  of  750,000  tons. 
That  production  of  synthetic  rubber  in  1944  was  30  percent  m  excess 
of  the  average  annual  consumption  of  rubber  m  the  United  fetates 
for  the  5-year  period  before  the  war.  At  that  time,  we  were  using  up 
about  560,000  tons  of  rubber  a  year.  -.    ^         a 

So  we  have  in  the  rubber  industry  a  tremendous  capacity  to  produce. 
We  have  got  to  match  that  with  a  capacity  to  consume,  or  we  are 
going  to  see  the  various  industries  which  we  have  built  up  disappear, 
be  closed  and  put  under  padlock.  .     xi,    -mr    .     i,-  i   i.„. 

There  is  great  activity  out  in  my  country  m  the  West  which  has 
been  stimulated  by  the  war  which  will  be  abandoned.  There  is  a 
gentleman  here  from  the  West  now  who  wants  to  testify  to  this  com- 
mittee about  the  need  of  maintaining  these  industries,  this  aluminum 
industrv,  for  example,  out  in  the  West.    All  of  this  is  based  upon  the 
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concept  that  perhaps  there  may  be  a  greater  civilian  market  for 
rubber,  for  steel,  and  for  aluminum  than  perhaps  in  the  past  we  have 
thought  possible. 

Mr.  Straus.  I  think  most  of  us  will  agree  to  that  premise. 

Senator  D'Haho^-^ey.  There  is  an  opportunity  for  a  bigger  produc- 
tion to  be  consumed  profitably,  in  your  judgment? 

Mr.  Straus.  There  is  no  doubt  about  it  in  my  mind.  Aluminum 
is  one  that  probably  will  be  consumed  to  a  larger  percentage  increase 
than  others. 

Senator  O'Maiioney.  So  the  American  Smelting  Co.,  coming  back 
to  this  subject,  was  sufficiently  convinced  of  the  possibility  of  the 
postwar  market  for  aluminum  that  it  was  willing  to  entertain  the 
thought  of  acquiring  these  two  plants  ? 

Mr.  Straus.  That  is  right ;  on  the  theory  that  those  were  the  two 
plants  after  our  studies  that  seemed  to  lend  themselves  best  as  low-cost 
producers. 

Senator  O'Maiioney.  Have  you  any  suggestion  to  make  to  the  com- 
mittee as  to  what  would  be  the  best  policy  for  the  Surplus  Disposal 
authorities  to  follow  to  make  it  possible  to  utilize  these  Government 
plants,  instead  of  having  them  lie  idle  ? 

Mr.  Straus.  No;  I  do  not  have.  I  believe  that  those  plants,  if 
there  were  enough  people  who  knew  how  to  run  them,  and  particularly 
the  Hurricane  Creek  alumina  plant,  could  be  operated  as  private  enter- 
prise without  subsidies  provided  the  surplus  aluminum  in  the  hands 
of  the  Government  was  not  dumped  on  the  market.  The  difficulty 
is  that  there  are  patent  rights  involved,  and  there  is  the  knowledge 
of  how  to  operate  them  involved,  and  we  had  looked  at  it  with  the 
possibility  of  going  into  it  on  the  theory  that  we  possibly  could  buy 
those  rights. 

Senator  O'Maiioney.  Wliat  is  the  patent  situation  with  respect  to 
sinteriug  processes? 

Is  that  covered  by  continuing  patents,  Mr.  Wilson  ? 

Mr.  Wilson.  Yes,  Mr.  Chairman.  The  only  patent  of  any  charac- 
ter that  can  be  considered  as  a  basic  patent— -there  are  minor  equip- 
ment or  facilities  that  are  covered  by  patents  which  in  my  opinion 
involve  no  particular  points  of  consequence — the  basic  patent  covering 
what  is  known  as  the  combination  process,  which  is  the  integration  of 
the  soda-lime-sinter  porcess  with  the  old  Bayer  process  for  the  pro- 
duction of  alumina.  This  is  a  development  which  was  made  by  Alcoa 
and  covered  by  a  patent  issued  to  Alcoa. 

Senator  O'Mahoney.  And  that  patent  is  still  in  effect  ? 

Mr.  Wilson.  That  is  a  comparatively  recent  patent;  yes,  sir. 

Mr.  Borchardt.  May  I  inquire  whether  that  process  was  developed 
in  the  course  of  operation  of  the  Hurricane  Creek  plant  or  does  it 
antedate  the  operation  of  the  Hurricane  plant  ? 

Mr.  Wilson.  It  was  the  outcome  of  developments  worked  over  a 
period  of  say  20  years,  Mr.  Borchardt.  I  cannot  state  when  it  was 
issued,  because  it  was  held  in  the  Patent  Office  because  of  the  secrecy 
procedure  that  the  Patent  Office  followed  during  the  war ;  but  it  was 
about  ready  to  issue  early  in  the  war,  or  I  would  say  shortly  before 
Hurricane  Creek  was  considered  or  established. 

Senator  O'Mahoney.  I  had  the  impression,  not  at  all  clear,  that 
Alcoa  had  contended  that  there  really  was  no  patent  problem  involved 
in  the  industry.   Am  I  right  about  that  ? 


Mr  Wilson.  That  is  true,  as  far  as  the  smelting  plants  are  con- 
.cerned.    There  are  no  patents,  and  I  think  that  is  probably  wl^at  you 

have  reference  to.  i      ■      t.^<i 

^enator  O'Mahoney.  What  patents  were  you  referring  to « 
Mr  S™.  As  I  said,  our  study  showed  that  the  best  two  plants 
were  ihe  Sination  of  Hurricane  Creek  and  Jones  Mills,  and  there- 
^nrp  the  Hurricane  Creek  patent  is  involved. 

Mr  W™  also  make  clear  for  the  record  that  the  com- 

binadon  process  which  is  subject  to  this  patent  we  have  been  discussing 
ronly  of  commercial  use  in  the  utilization  of  low-grade  bauxite  and 
that  the  normal  Bayer  process,  which  is  not  covered  by  any  patents,  is 
Sirely  aSate  f or  the  use  of  what  heretofore  were  the  commercial 
trades  of  bauxite  that  were  used  for  the  manufacture  of  alumma 
^  £tor  O"^^^^  The  situation  is  complicated  or  has  been  here 

tofore  by  the  fact,  as  I  understand  it,  that  bauxite  had  been  the  only 
real  source  of  alumma;  is  that  correct?  ^     -i  .      x-n  ;„ 

Mr? Wilson.  You  can  say  not  only  has  been,  but  up  to  date  still  is. 

QUESTION  DISCUSSED  AS  TO  WHETHER  ALUMINUM  FROM  ORES  AND  CLAYS 
CAN  BE  PRODUCED  COMPETITIVELY  WITH  BAUXITE 

Senator  O'Mahoney.  Of  course,  as  part  of  the  program  f  or  prepar- 
inff  for  the  war,  the  Defense  Plant  Corporation  authorized  these^ex- 
perimental  plants,  of  which  there  are  four  m  the  country,  one  in  Ore- 
gon, one  in  Utah,  one  in  South  Carolina,  and  one  m  Wyoming  for  the 
production  of  alumina  from  domestic  alumina  clays  or  ores 

Whether  those  experiments  have  proceeded  far  enough  to  demon- 
strate that  alumina  can  be  competitively  produced  from  those  clays 
and  ores,  compared  with  bauxite,  I  don't  know.        .  .     _       ,     ^ 

Mr.  Borchardt.  Could  I  ask  the  representative  of  the  Surplus  Prop- 
erty Administration  whether  any  study  has  been  made  of  the  patent 
situation  in  connection  with  Hurricane  Creek?  .i.    i-  n  .x,.„^ 

Mr  Moment.  Yes ;  we  have  asked  the  RFC  to  give  us  the  full  status 
of  that  situation.  We  were  advised  a  few  days  ago  ]ust  what  the 
situation  was,  and  it  is  substantially  as  Mr.  Wilson  has  indicated. 

It  is  very  important  for  the  record  to  indicate  that  the  Hurricane 
Creek  plant  in  the  hands  of  an  independent  operator  must  be  operated 
•on  the  basis  of  this  low-grade  or  medium-grade  bauxite  and  that  there- 
fore there  is  a  material  question  whether  the  combination  processes 
will  be  available  on  terms  of  reasonable  royalty. 

The  RFC  has  advised  us  further  that  they  have  been  in  negotiation 
with  Alcoa  for  a  period  of  time  on  the  question  of  terms  of  licensing 
and  royalties  and  have  been  advised  that  Alcoa  does  not  expect  that 
any  serious  obstacles  will  arise  but  that  they  would  prefer  to  delay  the 
discussion  of  the  exact  terms  of  royalty,  and  so  on,  until  the  particular 
lessee  or  purchaser  of  a  plant  enters  the  discussions  jointly  with  Kl^  O 

and  Alcoa.  ,  .  t    -^  .  • 

Mr.  Wilson.  On  behalf  of  Alcoa,  I  don't  recognize  any  limitation 
that  was  laid  down  in  any  discussion  with  RFC,  but  there  may  have 
been  other  discussions  with  which  I  am  not  familiar. 
Senator  O'Mahoney.  Is  there  anything  more  you  would  like  to  ask, 

Mr.  Straus? 

Mr.  Straus.  No  ;  that  is  all. 

Senator  Wherry.  May  I  ask  a  question? 

Mr.  Straus.  Yes,  sir. 
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Senator  Wherry.  Outside  of  this  patent  process  for  low-grade  baux- 
ite, you  stated  in  answer  to  the  chairman^s  question  as  to  what  you 
thought  might  be  a  program  that  we  should  dispose  of  these  plants 
if  we  could  without  the  payment  of  subsidies ;  and  if  I  got  your  answer 
correctly,  you  said,  "and  without  aluminum  being  dumped  on  the 
market  by  the  Government." 

Have  you  read  the  recommendations  of  the  Surplus  Property  Ad- 
ministrator ? 

Mr.  Straus.  Yes ;  I  have. 

Senator  Wherry.  Do  you  agree  with  those  recommendations  ? 

Mr.  Straus.  Well,  that  is  a  broad  subject ;  I  don't  agree  with  all  of 
them ;  no. 

Senator  Wherry.  Did  you  withdraw  your  offer  or  lose  interest  in 
purchasing  one  of  these  plants,  because  of  the  patents  alone;  or  do 
you  mean  that  you  lost  interest  when  the  question  of  subsidies  being 
paid  by  the  Government  entered  into  it,  and  also  in  that  event  the 
Government  would  have  to  buy  the  product  and  therefore  dump  it 
on  the  market? 

Mr.  Straus.  Certainly  not  on  the  basis  of  the  patent  alone.  It  was 
the  general  survey  of  the  industry  and  what  it  would  require  in  the 
way  of  know-how  and  eventual  capital  in  order  to  make  it  an  inte- 
grated industry,  which  is  why  we  lost  considerable  interest. 

The  Surplus  Property  advised  us  that  it  would  be  difficult  to  get  the 
know-how  and  we  then  studied  the  question  of  wliat  would  happen 
after  the  5-year  period  which  is  what  we  were  more  interested  in  than 
anything  else,  and  in  that  case  we  felt  that  we  would  have  to  be  pre- 
pared to  enter  the  business  on  such  a  very  large  scale  that  it  would 
require  a  major  change  in  our  general  corporate  set-up. 

Senator  Wherry.  The  subsidies,  then,  didn't  affect  you  ? 

Mr.  Straus.  Only  insofar  as  we  did  not  look  at  the  matter  at  all  on 
the  basis  of  going  on  with  subsidies,  and  we  would  not  care  to  go  in  on 
that  basis. 

Senator  Wherry.  Would  it  affect  you  in  the  purchase  of  any  of 
these  plants  if  the  Government  did  have  a  policy  of  disposing  of  the 
plants  on  a  lease  basis,  whether  they  would  buy  a  definite  amount  of 
the  product? 

Mr.  Straus.  No  ;  we  wouldn't. 

Senator  Wherry.  You  would  not  want  to  go  in  on  that  basis  ? 

Mr.  Straus.  No. 

Senator  Wherry.  That  is  all. 

Senator  O'Mahoney.  And  no  such  prciposal  was  made  to  you  ? 

Mr.  Straus.  No,  sir. 

Senator  Wherry.  I  said  "if." 

Senator  CTMahoney.  I  want  to  be  sure  that  no  such  proposal  was 
made. 

Senator  Wherry.  I  want  to  be  sure  that  if  such  a  proposal  was  made 
and  consummated,  you  would  not  go  in  business  ? 

Mr.  Straus.  That  is  right. 

Senator  O'Mahoney.  That  proposal  was  made  by  the  Reynolds  Co. 
and  not  by  the  Government. 

Are  there  any  other  questions  ? 

Mr.  Moment.  The  Surplus  Property  Administration  is  very  much 
interested,  Mr.  Straus,  if  all  other  conditions  were  satisfactory  to  you, 
except  this  one  question:  Would  you  be  interested  in  going  into  the 


aluminum  business  if  you  had  to  buy  your  alumina  from  another 
source  as  a  permanent  operation,  producing  pig  aluminum  with 
alumina  supplied  by  another  source  ? 

Mr.  Straus.  No. 

Senator  O'Mahoney.  That  is  why  you  want  the  Hurricane  plant  in 
connection  with  the  Jones  Mills  plant  ? 

Mr.  Straus.  That  is  right. 

Senator  Wherry.  Were  there  any  other  plants  in  this  list  we  are 
talking  about  selling  which  would  interest  you,  except  this  Hurricane 
and  Jones  Mills  plant? 

Mr.  Straus.  No  ;  those  were  the  two  we  felt  under  proper  conditions 
would  be  the  lowest  cost  producers. 

Senator  Wherry.  And  you  felt  any  others  vou  would  take  on  would 
be  more  difficult  to  operate  and  make  a  profit  s 

Mr.  Straus.  That  is  right. 

Senator  O'Mahoney.  We  are  very  happy  to  have  had  you  here,  Mr. 
Straus.  I  am  very  mindful  of  the  fact  that  in  answer  to  one  of  my 
questions  you  said  that  you  were  not  prepared  now  to  suggest  to  the 
committee  what  policy  should  be  followed  to  promote  the  disposal  of 
these  plants.  If,  in  your  further  consideration  of  the  matter,  you  can 
make  any  suggestions  to  the  committee  in  response  to  that  query,  I 
am  sure  it  would  be  very  welcome. 

Mr.  Straus.  I  would  be  very  happy  to  do  so. 

Senator  O'Mahoney.  Thank  you  very  much. 

future  prospects  of  FABRICATION  PLANT  AT  PHOENIX,  ARIZ. 

Senator  Hayden.  Mr.  Chairman,  since  we  have  departed  from  the 
regular  routine  I  would  like  to  place  in  the  record  at  this  time  a  letter 
from  the  Phoenix  Chamber  of  Commerce  relating  to  a  fabricating 
plant,  one  of  the  fifty-odd  which  have  been  mentioned,  built  at  the 
cost  of  some  $35,000,000  at  Phoenix. 

In  substance,  they  have  asked  me  to  present  to  the  committee  the 
urgency  of  the  disposal  and  peacetime  operation  of  the  aluminum 
extrusion  plant  located  near  Phoenix,  Ariz.  There  are  resolutions 
which  come  from  seven  chambers  of  commerce,  six  cities  and  towns, 
and  the  labor  union  represented  in  the  former  operation  of  the  plant. 

The  letter  states,  in  part : 

We  are  informed  that  the  Aluminum  Co.  of  America,  if  allowed,  will  bid  on 
this  plant  for  peacetime  operation.  Also,  we  find,  from  the  proceedings  of  the 
Senate  Committee  Investigating  the  National  Defense  Program  of  August  21, 1945, 
in  Spokane,  no  offer  of  any  other  company  to  operate  the  Phoenix  plant. 

Then  they  make  the  contention  that  being  a  fabricating  plant  the 
monopoly  feature  would  not  affect  the  situation. 

I  would  like  to  ask,  Mr.  Wilson,  whether  your  company  would  be 
interested  in  continuing  the  operations  of  that  plant  ? 

Mr.  Wilson.  Senator  Hayden,  I  don't  think  Alcoa  can  make  an 
answer  in  picking  out  piecemeal  any  one  of  these  plants,  such  as  this 
Phoenix  plant,  which  produces  extrusions  and  tubing.  Until  we  know 
to  what  extent  we  are  going  to  be  permitted  to  get  any  of  the  plants 
in  any  and  all  phases  of  the  aluminum  industry  that  are  available  from 
the  Government-owned  plants. 

I  do  know  that  the  experience  the  Aluminum  Co.  had  in  the  Phoenix 
district  at  the  time  of  construction  and  operation  of  this  plant  was  a 
very  happy  one.  Senator.  We  found  that  the  community  was  one  that 
was  a  very  satisfactory  one  in  which  to  operate. 
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Senator  Hayden.  Evidently,  you  made  a  good  impression,  because 
they  argue  throughout  these  resolutions  adopted  by  the  various  cham- 
bers of  commerce,  that  you  have  the  know-how,  that  you  did  get 
along  well,  and  they  would  like  to  see  you  have  an  opportunity  to 
acquire  the  plant.  I  think  so  far  as  the  Surplus  Property  organiza- 
tion is  concerned  they  are  in  the  same  fix  that  you  are.  They  couldn  t 
say  that  they  would  make  your  offer  to  buy  this  plant  as  a  separate 
entity  without  understanding  the  entire  situation,  so  it  is  pertectiy 
clear  there  must  be  a  solution  of  the  general  problem  before  particulars 
can  be  undertaken. 

Mr.  Wilson.  I  think  that  is  right.  . 

Senator  Hayden.  Mr.  Chairman,  with  your  permission,  I  will  ask 
that  these  resolutions  appear  in  the  record,  together  with  the  covering 

letter 

Senator  O'Mahoney.  They  may  be  received ;  and  thank  you  very 

much.  Senator.  n       j.  n         \ 

(The  covering  letter  and  resolutions  referred  to  read  as  tollows:) 

Phoenix  Chamber  of  Commebce, 

Phoeniiv,  Ariz.,  October  13,  1945. 

Subject :  Sale  of  Federal-owned  aluminum  plants. 
MiUTABY  Affairs  Subcommittee  on  Surplus  Property  Disposal, 
United  States  Senate,  Washington,  D.  C. 
(Attention  Senator  O'Mahoney,  chairman.) 
'  Gentlemen  :  We  are  asking  our  Senator,  Carl  Hayden,  to  present  to  you,  in  this 
letter  and  in  copies  of  resolutions  and  editorial  comment  attached,  the  urgency 
of  the  disposal  and  peacetime  operation  of  the  aluminum  extrusion  plant  located 
near  Phoenix,  Ariz.    These  resolutions  come  from  seven  chambers  of  commerce, 
six  cities  and  towns,  and  the  labor  union  represented  in  the  former  operation 

of  the  plant.  .^    „        ^       .„  ^., 

We  are  informed  that  the  Aluminum  Co.  of  America,  if  allowed,  will  bid  on 
this  plant  for  peacetime  operation.  Also,  we  find,  from  the  proceedings  of  the 
Senate  Committee  Investigating  the  National  Defense  Program  of  August  21, 1945, 
in  Spokane,  no  offer  of  any  other  company  to  operate  the  Phoenix  plant. 

We  have  been  informed  that  there  will  be  offers  to  buy  and  remove  the  equip- 
ment, and  lease  or  sell  the  buildings  to  others  for  some  other  purpose.  The 
people  represented  in  the  resolutions  from  Maricopa  County  do  not  wish  to  see 
the  latter  happen.  They  believe  that  the  Government  will  receive  more  from 
a  sale  which  will  result  in  the  operation  of  this  plant  for  the  purposes  for  which 
it  was  built,  and  that  the  community  will  derive  greater  reemployment  benefit 
therefrom. 

The  contention  that  Alcoa  is  a  monopoly,  we  believe,  does  not  hold  in  this  case. 
From  what  we  can  gather  from  the  opinions  of  the  district  court  and  the  circuit 
court  of  appeals  in  the  recent  Alcoa  case,  fabrication  cannot  be  in  monopoly  if 
the  ingot-making  plants  are  not  in  monopoly.  The  Government  holds  over  50 
percent  of  the  ingot-making  capacity  facilities,  which  gives  it  control  that  will 
prevent  a  monopoly  of  ingot-making  plants.  The  fabrication  plants  sell  to  the 
general  business  world  and  there  is  no  continuous  manufacturing  chain  beyond 
fabrication  held  by  Alcoa. 

The  operation  of  the  Phoenix  plant  would  give  this  area  access  to  products 
which  would  create  and  enlarge  small-business  manufacturing.  Also,  such  oper- 
ation would  give  w^ork  to  the  many  citizens  who  were  trained  for  jobs  in  this 
plant.  This  particular  county  expects  the  return  of  over  85,000  veterans  who 
will  be  seeking  jobs.  We  are  in  dire  need  of  the  operation  of  such  a  plant  in 
order  to  give  these  veterans  work. 

We  are  not  particularly  carrying  the  torch  for  Alcoa,  but  we  believe  that  if 
a  company  such  as  this  desires  to  bid,  and  there  is  clearly  no  monopoly  issue,  it 
should  be  allowed  the  opportunity  of  bidding  in  order  to  bring  out  other  firm 
offers  for  the  operation  of  the  plant  in  Phoenix,  Ariz. 

We  respectfully  submit  these  ideas  so  that  your  committee  may  be  informed 
as  to  the  overwhelming  desire  of  the  citizens  of  this  area. 

Very  truly  yours,  A.  F.  Moriarty, 

Chairman,  Industrial  Committee,  Phoenix  Chamtter  of  Commerce. 
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Resolution  No.  029G  of  the  Commission  of  the  City  of  Phoenix,  Ariz. 

Whereas  with  the  long-prayed-f or  ending  of  World  War  II  it  became  necessary 
to  discontinue  the  operations  then  conducted  in  the  existing  war  plants  and 
primary  air  training  fields  located  in  Maricopa  County,  Ariz.,  immediately  ad- 
jacent to  the  city  of  Phoenix ;  and 

Whereas  the  closing  of  such  great  war  industries,  among  which  are  listed 
the  plants  of  the  Aluminum  Co.  of  America,  Airesearch  Manufacturing  Co.  and 
Goodyear  Aircraft  Corp.,  has  caused  widespread  unemployment  throughout  the 
metropolitan  area  of  the  city  of  Phoenix  to  such  an  extent  that  an  emergency 
in  relation  thereto  now  exists ;  and 

Whereas  such  a  state  of  indecision  now  appears  to  exist  with  reference  to  the 
disposition  of  such  plants  and  airfields  that  industrial  concerns  which  might 
readily  and  immediately  utilize  their  facilities  are  precluded  from  in  any  manner 
securing  possession  thereof  for  reconversion  to  peacetime  industry ;  and 

Whereas  this  commission  is  reliably  informed  and  believes  that  private  in- 
dustrial  concerns,  including,  but  not  limited  to  the  operators  of  the  above-named 
plants  at  the  time  of  their  shut-down,  are  ready,  willing,  and  able  to  acquire  such 
plants  under  reasonable,  certain,  and  well-defined  operating  conditions,  and  im- 
mediately reopen  the  same  for  permanent  peacetime  production ;  and 

Whereas  this  commission  is  of  the  opinion  that  it  would  be  to  the  best  interests 
of  the  Nation  as  a  whole  if  a  clearly  defined  policy  for  the  final  disposition  of  all 
war  plants,  including  those  above  mentioned,  were  immediately  determined  by 
those  oflScials  having  jurisdiction  thereof  to  the  end  that  such  plants  and  their 
equipment  be  immediately  utilized  in  the  tremendous  task  of  reconversion  and  the 
relief  of  unemployment ;  and 

Whereas  this  commission  is  also  of  the  opinion  that  a  similar  policy  should  be 
immediately  determined  of  the  final  disposition  of  primary  training  air  fields 
in  this  locality  designated  as  Thunderbird  Field  No.  1,  Thunderbird  Field  No.  2 
and  Falcon  Field :  Now,  therefore  be  it 

Resolved  by  the  commission  of  the  city  of  Phoenix  as  follows: 

Secteon  1.  That  this  commission  place  itself  on  record  as  respectfully  requesting 
those  ofl^cials  of  Reconstruction  Finance  Corporation  charged  with  such  responsi- 
bility to  take  immediate  steps  to  clarify  the  present  situation  by  determining  a 
clear-cut,  definite  policy  for  the  immediate  and  final  disposition  of  these  plants  and 
air  fields  to  private  industrial  concerns  in  order  that  their  facilities  may  again 
be  placed  in  operation  and  that  their  former  employees  may  help  in  the  winning 
of  the  peace  as  they  helped  in  the  winning  of  the  war. 

Passed  by  the  commission  of  the  city  of  Phoenix  this  11th  day  of  September 
1945. 

Approved  by  the  mayor  this  llth  day  of  September  1945. 

Bert  Fleming, 

Mayor. 

Attest:  .  Jos.  0.  Furs-p, 

City  Clerk. 

Approved  as  to  form :  Richard  Minne, 

City  Attorney^ 


Phoenix  Chamber  op  Commerce 

* 

phoenix,  ARIZ. 

Resolution 

Whereas  it  is  of  the  utmost  importance  that  the  cost  of  the  war  be  met  through 
production  and  jobs  of  private  enterprise  if  our  economy  is  to  be  preserved  and 
widespread  unemployment  avoided ;  and 

Whereas  the  majority  of  the  workers  in  the  three  large  war  plants  and  smaller 
plants  in  and  around  Phoenix  are  citizens  of  this  area  who  had  been  trained  in  the 
skills  needed  in  these  plants  and  are  now  out  of  employment ;  and 

Whereas  the  oi)erators  of  the  three  major  war  plants  in  the  Salt  River  Valley 
have  indicated  their  desire  to  be  permitted  to  acquire  said  plants  from  the  Federal 
Government  and  to  operate  them  in  peacetime  production ;  and 

Whereas  there  exist  four  primary  air  fields  in  the  same  area,-  which  area  is 
ideally  adapted  for  air  training  and  for  the  development  of  aviation  industry  to 


^\ 


h 


r 


;•/ 


176 


ALUMINUM   PLANT  DISPOSAL 


i^ 


the  fullest  extent,  and  it  is  quite  possible  that  these  primary  air  fields  may  be 
sold  for  other  purposes,  such  as  winter  resorts,  air-trainiug  colleges,  or  private- 
training  fields ;  and  ,      ^  ...  ,  _,    ^^, 

Whereas  no  clear  policy  for  the  disposal  of  at  least  one  of  the  war  plants  and 
of  the  air  fields  has  been  announced  by  the  agencies  of  the  Federal  Government 
holding  such  responsibility ;  and  the  Phoenix  Alcoa  plant,  being  one  of  fabrication, 
is  not  involved  in  the  controversy  about  almuinum  ingots  that  is  now  going  on 
and  holding  up  the  sale  of  the  Phoenix  plant :  Now,  therefore,  be  it 

Resolved,  By  the  executive  committee  of  the  Phoenix  Chamber  of  Commerce 
that  the  proper  Federal  agencies  and  authorities,  particularly  the  Reconstruction 
Finance  Corporation  and  the  Surplus  Property  Board,  be  respectfully  urged  to  take 
immediate  steps  to  provide  for  the  sale  of  said  war  plants  and  primary  air  fields 
to  private  operators  and  that  bids  be  invited  without  delay  to  the  end  that  these 
facilities  may  be  permanently  acquired  by  responsible  operators  to  be  operated  in 
this  community  and  placed  in  production  as  soon  as  possible;  and  that  the  com- 
mittee further  submits  that,  in  the  adoption  of  this  resolution,  it  is  convinced  that 
it  is  expressing  the  desires  of  the  900  members  of  the  Phoenix  Chamber  of 
-Commerce  and  of  the  public  of  the  community,  all  of  whom  are  anxious  to  have 
these  plants  permitted  to  resume  production  as  soon  as  possible  rather  than  to 
experience  a  protracted  period  of  waiting  for  the  uncertainties  involved  in  some 

untried  method  of  leasing.  ^  «     ^     r.      tt^As 

Unanimously  adopted  at  Phoenix,  Ariz.,  this  6th  day  of  September  1945. 

H.  R.  AsKiNS, 

President. 
Lewis  E.  Haas, 
General  Manager. 


Phoenix  Junior  Chambeb  of  Commerce 
phoenix.  aeiz. 

Resolution 

Whereas  the  healthful  and  eflBlcient  climate  of  central  Arizona  led  to  the  estab- 
lishment of  new  war  plants,  both  large  and  small,  and  to  the  creation  of  many 
flying  fields  as  part  of  the  war  effort ;  and 

Whereas  to  staff  these  facilities  there  came  into  the  Phoenix  metropolitan 
area  a  number  of  workers  who,  together  with  large  numbers  of  local  citizens, 
were  specially  trained  for  the  operation  of  these  various  facilities;  and 

Whereas  a  recent  survey  has  conclusively  demonstrated  that  only  9  percent  of 
those  workers  who  are  in-migrants  to  this  area  have  returned  or  have  plans  to 
return  to  their  former  homes  and  the  remaining  91  percent  together  with  those 
already  living  in  the  Phoenix  metropolitan  area,  will  produce  a  large  percentage 
of  industrial  unemployment;  and 

Whereas  said  employment  situation  has  been  rendered  more  critical  by  the 
influx  into  the  Phoenix  metropolitan  area  of  many  veterans  of  World  War  II ; 

Whereas  it  is  essential  to  the  economic  and  social  welfare  of  the  Phoenix 
metropolitan  area  that  war  facilities  be  adapted  for  peacetime  production ;  and 

Whereas  the  wartime  facilities,  including  large  and  small  plants  and  air- 
training  fields,  are  readily  capable  of  being  converted  to  peacetime  production, 
and  in  view  of  the  desire  of  the  wartime  operators  of  said  facilities  and  other 
persons  to  immediately  lease  or  buy  them  for  peacetime  production :  Now,  there- 

bore  be  it 

Resolved,  by  the  board  of  directors  of  the  Phoenix  Junior  Chamber  of  Com- 
merce, That  the  Reconstruction  Finance  Corporation,  the  Defense  Plant  Corpo- 
ration, the  Surplus  Property  Board,  and  any  other  Federal  agency  having  juris- 
diction in  the  matter,  be  requested  to  take  prompt  action  to  the  end  that  these 
wartime  facilities  are  utilized  for  peacetime  production  by  working  out  proper 
plans  and  procedures  for  the  disposition  of  said  wartime  facilities  either  on  a 
lease  or  purchase  basis  to  those  companies  presently  operating  the  facilities  or 
to  other  satisfactory  and  competent  management ;  and  that  the  Phoenix  Junior 
Ohamber  of  Commerce  strongly  feels  that,  unless  the  disposition  of  these  plants 
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tLrstanTrdle  a^^  the  Phoenix  metropolitan  area  will  suffer  a  period  of  critical 
"°Smously  adopted  at  Phoenix.  Ariz.,  September  10.  for  the  Phoenix  Junior 
Chamber  of  Commerce.  John  R.  Williams, 

President, 
Merlyn  F.  Talbot, 

Secretary, 


resolution  no.  5.  Resolution  on  Operation  of  Am>A  Aluminum  Plant  in 

Peacetime 

(Resolution  adopted  by  Local  345,  United  Steelworkers  of  America) 

Whereas  the  Aluminum  Co.  of  America  (Phoenix  Works)  was  requested  by  the 
TWPrtS?ate^  Government  to  operate  this  plant  for  the  purpose  of  extruding  huge 
Siantmes  of  SnTm  needed  for  the  successful  prosecution  of  the 

""  W'he?e^as  the  gigantic  task  of  completing  such  a  program  warranted  an  ex- 
tremelv  larger  number  of  employees  than  was  immediately  available  m  the 
PhTenix  labm-  market  area,  therefore  causing  the  State  war  "manpower  commis- 
SoSand  Aicoa  to  encourage  hundreds  of  families  to  move  to  Phoenix  and  help 

"^'t^^^^^Z^llsZtt^^^^^^^^  have  permanently  established  the-elve^^^^^ 
residents  of  Phoenix  and  that  during  the  past  2  and  3  years  have  trained  them- 
selves  for  iobs  in  this  comparatively  new  industry ;  and  v,  *  «^ 

Whereat  hundreds  of  people,  permanent  residents  of  Phoenix  for  years  before- 
the^war,  formerly  employed  by  WPA,  have  since  then  been  trained  for  work  on 

^^ Wher"e?s  immediately  after  VJ-day,  because  of  the  cut-back  in  war  orders  and 
the  fact  that  this  was  a  Government-owned  plant,  approximately  3,000  employees 
are  in  the  process  of  a  lay-off,  therefore  virtually  forcing  these  people  to  go  on 
dole,  become  a  public  expense,  and  greatly  reduce  the  living  standards  of  this 

^^WhSeas  'the  Government  has  approximately  $65,000,000  invested  in  this  plant, 
including  equipment.  And  it  would  cost  the  Government  many  more  thousands 
of  dollars  to  dismantle,  or  put  this  plant  in  stand-by  condition,  thus  benefiting 

Whereas  the  Aluminum  Co.  of  America,  through  their  chairman  of  the  board, 
Arthur  B.  Davis,  has.  expressed  willingness  to  either  purchase  or  lease  this  plant, 
if  proper  arrangements  can  be  made  with  the  Surplus  Property  Board  and  other 
Government  oflficials ;  and 

Whereas  it  is  imperative  as  a  step  toward  winning  the  peace  that  a  full  em- 
ployment program  be  achieved ;  and  *  .  ,  ,    ,.       4.. 

Whereas  the  sale  of  this  plant  to  Alcoa  would  be  a  step  in  the  right  direction 
for  full  employment,  development  of  the  West,  and  an  asset  to  Arizona  and  its 
thousands  of  unemployed  war  workers :  Now,  th'erefore,  be  it 

Resolved,  That  the  members  of  Local  345,  United  Steelworkers  of  America,  CIO, 
urge  Mr.  W.  Stuart  Symington,  Chairman  of  the  Surplus  Property  Board,  and  his 
committee ;  Mr.  Sam  Husbands,  a  director  of  Reconstruction  Finance  Corporation  ^ 
Mr.  Tom  Clark,  United  States  Attorney  General;  Senators  Carl  Hayden  and 
Ernest  McFarland;  Congressman  Richard  Harless  and  John  Murdock,  to  do 
everything  possible  that  would  enable  the  Aluminum  Co.  of  America  or  some 
other  company  to  purchase  and  operate  the  Phoenix  aluminum  plant. 

Passed  by  Local  345,  United  Steelworkers  of  America,  regular  meeting.  Phoenix,. 
Ariz.,  September  8, 1945. 

Concurred  in  by  Arizona  State  CIO  Industrial  Union  Council  in  Miami,  Ariz., 
September  10.  1945. 
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Chandler,  Ariz.,  September  11,  19Jf5. 


Resolution 

Whereas  there  has  been  developed  in  the  Salt  River  Valley  of  Arizona  several 
industries,  such  as  the  Aluminum  Co.  of  America,  the  Airesearch  Manufacturing 
<:o.,  and  the  Goodyear  Aircraft  Corp.,  all  intimately  related  and  necessary  to  the 
future  of  the  aviation  industry  in  this  section  of  the  country ;  and 

Whereas  the  operation  of  these  plants  in  Arizona  is  very  vital  to  the  existing 
unemployment  emergency  in  this  area ;  and 

Whereas  the  operators  of  these  plant?s  have  indicated  their  desire  to  acquire 
said  plants  under  certain  conditions :  Now,  therefore,  be  it 

Resolved,  That  it  is  the  hope  and  earnest  desire  of  the  Common  Council  of  the 
Town  of  Chandler,  Ariz.,  that  the  Surplus  Property  Board  entertain  one  firm  bid 
for  the  acquisition  of  these  plants,  that  they  may  be  put  into  operation  at  the 
earliest  possible  date. 

CERTIFICATB 

I,  N.  T.  Roach,  clerk  of  the  town  of  Chandler,  do  hereby  certify  that  the  foregoing 
resolution  was  regularly  passed  at  a  regular  meeting  of  the  Common  Council  of 
the  Town  of  Chandler  held  on  the  10th  day  of  September  1945,  at  which  said 
meeting  a  quorum  of  the  members  of  said  common  council  was  present  and  voting 

In  witness  whereof,  I  have  set  my  hand  and  affixed  the  corporate  seal  of  the 
town  of  Chandler,  this  11th  day  of  September  1945. 

[seal]  N.  T.  Roach, 

Clerk  of  the  Town  of  Chandler. 


Chandleb  Chamber  of  Commerce, 
Chandler,  Ariz.,  September  11, 1945. 

Mr.  Samuel  Husbands, 

Chairman,  Reconstruction  Fvnanoe  Corporation, 

Washington,  D.  C. 

Dear  Sib  :  We,  the  members  of  the  Chandler  Chamber  of  Commerce,  in  regular 
meeting,  do  submit  the  following  facts  on  why  we  believe  that  the  existing  war 
plants  in  this  district  should  be  operated  as  peacetime  industries : 

In  the  Salt  River  Valley  there  are  certain  conditions  which  do  not  exist  in 
other  parts  of  the  country,  namely,  our  moderate  climate  for  so  many  months  of 
the  year  should  make  this  a  desirable  location  for  certain  industries  to  take  over 
and  either  lease  or  buy  these  plants.  We  maintain,  due  to  our  moderate  climate 
and  adequate  cooling  systems  in  the  short  time  needed,  that  workin^people  can 
live  here  cheaper  and  better  than  in  other  parts  of  the  country.  The  Salt  River 
Valley  has  a  year-around  growing  season,  which  makes  it  possible  for  working 
men  and  women  to  grow  gardens  and  buy  cheap  citrus  products.  We  maintain, 
due  to  conditions  in  the  Salt  River  Valley,  working  people  do  not  need  as  much 
fuel  and  clothiftg  or  any  number  of  items  that  they  do  need  in  other  parts  of  our 
country. 

We  hereby  petition  you  to  act  as  quickly  as  possible  to  convert  these  plants, 
which  are  now  either  idle  or  partially  idle,  into  a  peacetime  industry,  so  that  it 
will  not  only  benefit  the  State  of  Arizona  but  the  other  47  States  as  well. 

Paul  B.  Beville,  Jr.,  President. 
John  V.  Murphy,  Secretary. 


Tempb  Chambee  of  Commerce 

temfe,  abiz. 

Resolution  ^ 

Whereas  the  Nation's  greatest  single  problem  today  is  rapid  reconversion  to 
peacetime  production  so  that  American  workers,  American  industry,  and  especially 
the  men  who  fought  so  well  for  victory,  may  again  thrive  and  have  jobs  under  the 
American  system  of  free  enterprise ;  and 


Whereas  T>lants  built  by  the  United  States  Government  and  now  in  custody  of 
thrSurpTusC^r^y  Board  in  this  area,  namely  the  Airesearch  plant  the  Good 
yelr  aircraft  plant,  and  the  Alcoa  aluminum  extrusion  plant,  are  now  idle^  and 
^Whereas  these  plants  served  well  and  produced  abundantly  m  their  allotted  war 

*^  WhLr^eas  their  cost  was  repaid  in  the  speed  and  quality  of  their  Pjoduction ;  and 
Whereas  they  can  be  readily  converted  to  industrial  production  if  leased  or  sold 

^^'wher^'ei^s'^^^Sea?  distribution  or  sale  of  equipment  contained  in  the  plants 
would  result  in  a  great  reduction  of  their  value  as  peacetime  industrial  plants , 

^"whereas  certain  firms  are  interested  in  acquiring  these  plants  by  firm  offers  or 

^° Whereas^  thei/operation  would  add  substantially  to  the  industrial  pay  rolls  in 
this  area  and  bring  greater  employment  stability  and  business  prosperity  to  our 

Stite*  Therefore  be  it 

Resolved,  That  the  Chamber  of  Commerce  of  the  City  of  Tempe,  Ariz,  urges 
apDropriate  officials  to  immediately  take  whatever  steps  are  necessary  to  get  these 
plants  back  into  production  as  soon  as  possible,  to  the  end  that  workers  who  toiled 
faithfully  during  the  war  years  and  the  returning  veterans  may  find,  indeed,  that 
a  better  world  is  the  result  of  the  many  wartime  sacrifices.  ,,  „  ^ 

PAUL  V.  McCaw, 
President,  Tempe  Chamber  of  Commerce. 


Resolution 

Whereas  there  exists  in  the  county  of  Maricopa,  and  especially  in  the  Salt  River 
Valley  in  Phoenix  and  vicinity,  an  abnormal  degree  of  unemployment ;  and 

Whereas  this  unemployment  is  largely  due  to  two  factors,  viz,  the  closing  down 
of  all  governmental  plants  which  have  been  furthering  the  war  effort  and  a  large 
influx  of  returning  war  veterans :  Be  it  therefore 

Resolved  by  the  Common  Council  of  the  City  of  Tempe,  That  these  circum- 
stances be  brought  to  the  attention  of  the  proper  authorities  at  once,  with  an  appeal 
for  the  immediate  sale  of  these  plants  to  private  industry  in  order  to  alleviate  a 

critical  labor  situation.  ^ 

W.  W.  Cole,  Mayor. 

I  hereby  certify  the  above  to  be  a  true  and  correct  copy  of  a  resolution  passed 
at  a  regular  meeting  of  the  common  council  held  at  Tempe,  Ariz.,  September  13, 

1945. 
Dated  at  Tempe,  Ariz.,  this  14th  day  of  September  1945. 

[seal]  '  DiLLWOBTH  Baird,  City  Clerk. 

•1^— a^^— 1^^^» 

Resolution 

Mesa,  Ariz. 

Whereas  the  city  of  Mesa  is  the  owner  of  the  real  property  in  Falcon  Field, 
Mesa,  Ariz.,  and  has  invested  considerable  funds  therein ;  and 

Whereas  the  city  of  Mesa  is  the  owner  of  the  real  property  in  Williams  Field, 
Chandler,  Ariz.,  and  has  invested  considerable  funds  therein ;  and 

Whereas  many  hundreds  of  the  civilian  employees  at  said  fields  and  at  the 
Salt  River  Valley  industrial  war  plants  have  for  the  past  few  years  resided  in 
the  city  of  Mesa ;  and 

Whereas  for  the  aforesaid  reasons  the  city  of  Mesa  is  vitally  interested  in 
the  disposition  to  be  made  of  said  fields,  said  war  plants,  and  the  other  airfields 
in  the  Salt  River  Valley :  Now,  therefore,  be  it 

Resolved  by  the  City  Council  of  the  City  of  Mesa,  Ariz.,  as  follows : 

Section  1.  That  Falcon  Field  and  the  other  contract  airfields  in  the  Salt  River 
Valley  be  not  dismantled  or  sold  to  speculators,  but  that  said  fields  be  kept  intact 
and  that  the  Surplus  Property  Board  enter  into  negotiations  with  inter- 
ested purchasers,  including  the  city  of  Mesa,  interested  in  aviation  as  a  busi- 
ness, and  that  disposal  of  the  plants  be  made  only  upon  the  condition  that 
the  airfields  be  used  as  such  by  the  purchasers  or  be  maintained  for  some  other 
useful  and  worth-while  purx)ose. 
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Sec  2  That  in  order  avoid  a  serious  unemployment  problem  and  to  insure 
the  industrial  stability  of  the  city  of  Mesa  and  the  Salt  River  Valley,  the  Surpliw 
Property  Board  should  forthwith  adopt  the  policy  of  providmg  for  the  acqui- 
sition of  the  war  plants  in  the  valley  by  the  present  operators  thereof,  or  by 
other  industrial  concerns  who  would  agree  to  keep  the  plants  intact  and  m 

^^a^ssed  and  adopted  at  a  meeting  of  the  City  CJouncil  of  the  City  of  Mesa,  Ariz., 
this  12th  day  of  September  1945. 

[sEAi.]  2-  Pea.bce,  Mayor. 

Attest  * 

J.  Edwin  Millee,  City  Clerk. 

Mesa  Chamber  of  Commebce 
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Whereas  the  common  council  believes  that  the  unemployment  problem  in  this 
area  would  best  be  solved  if  the  Government  would  immediately  take  steps  to 
sell  these  plants  to  thosQ  operators  who  have  expressed  the  desire  to  acquire 

them :  Now,  therefore,  be  it  hereby  r™.  ^  ^r.    «      i  « 

Resolved  hy  the  Common  Council  of  the  Town  of  Buckeye,  That  the  Surplus 
Property  Board,  or  such  other  Government  agency  with  authority,  be,  and  the 
samV  is  hereby,  urged  to  adopt  a  plan  of  accepting  bids  from  and  disposing  of 
these  industrial  plants  to  those  operators  who  are  interested,  and  request  is 
hereby  made  that  such  action  be  taken  as  soon  as  practicable. 
Adopted  by  the  common  council  and  approved  by  the  mayor  this  7th  day  of 

^Ts"  ^^^^'  O^^  F^m^o^,  Mayor. 

'^"^®**  G.M.Fb,y,  Clerk, 


If 


r- 


i 


i 


mesa,  abiz. 

Resolution 

Whereas  the  city  of  Mesa  is  directly  concerned  as  to  what  disposition  may  be 
made  of  the  contract  airfields  located  in  the  Salt  River  Valley  (Falcon  Field, 
Thunderbird  I,  and  Thunderbird  II),  and  more  particularly  as  regards  the 
disposition  of  Falcon  Field,  which  is  located  in  Mesa,  and  the  land  for  which 

is  owned  by  the  city  of  Mesa ;  and  .  ,  .  ^  ,     ^        i, 

AYhereas  the  closing  of  the  Salt  River  Valley  industrial  defense  plants,  where 
thousands  of  civilians  were  employed  in  the  production  of  war  materials,  together 
with  the  closing  of  the  contract  airfields  mentioned  above,  plus  the  curtailment 
of  civilian  employment  at  Williams  and  Luke  Army  Airfields,  threatens  the 
whole  Salt  River  Valley  with  a  serious  problem  of  unemployment :  Now,  there- 
fore, be  it  j_,  J.  ^  -,  T^.  ij  ji 
Resolved.  That  the  Mesa  Chamber  of  Commerce  urges  that  Falcon  Field  and 
Thunderbird  I  be  not  sold  to  speculators  to  be  dismantled,  but  that  the  buildings 
be  left  intact  and  that  negotiations  be  instituted  by  the  Surplus  Properties  Board 
with  the  interested  cities  or  with  individuals  or  concerns  interested  in  aviation 
as  a  business,  and  that  wherever  possible  deals  be  consummated  whereby  the 
facilities  of  the  plants  herein  mentioned  can  be  put  to  a  useful  purpose,  either 
as  city  or  commercial  airports ;  and  be  it  further 

Resolved,  That  a  serious  unemployment  problem  can  be  avoided  and  the  indus- 
trial stability  of  the  Salt  River  Valley  can  be  protected  through  the  adoption 
by  the  Sui-plus  Properties  Board  of  a  policy  which  would  provide  for  the  acqui- 
sition of  the  plants  operated  by  Aluminum  Co.  of  America,  Airesearch  Manufac- 
turing Co.,  and  Goodyear  Aircraft  Corp.  by  present  operators  or  other  industrial 
concei-ns  engaged  in  similar  operation  who  would  agree  to  keep  buildings  and 
equipment  intact  and  the  plants  in  operation  here,  where  a  source  of  employment 

is  so  badly  needed.  ,  .,     ,,        ^^ 

Adopted  at  a  regular  meeting  of  the  board  of  directors  of  the  Mesa  Chamber 
of  Commerce  this  12th  day  of  September  1&45. 

Wm.  J.  AsHEE,  President. 


Attest : 


Wm.  Manhennet,  Secretary. 


Town  of  Buckeye 

BUCKEYE,  ABIZ. 

Resolution  No.  62 

Whereas  the  common  council  of  the  town  of  Buckeye  is  cognizant  of  the  fact 
that  there  now  exists  in  the  community  a  state  of  unemployment  caused  largely 
by  the  closing  of  the  three  major  industrial  plants  in  Maricopa  County,  namely, 
Goodyear  Aircraft  Corp.,  Aluminum  Co.  of  America,  and  Airesearch  Manufac- 
turing Co. ;  and 

Whereas  the  common  council  is  reliably  informed  that  these  three  companies 
are  desirous  of  acquiring  the  plants  which  they  have  been  operating  so  that 
they  may  start  production  in  their  respective  fields ;  and 


Buckeye  Chamber  op  Commebce 

BUCKEYE,    4BIZ. 

Resolution 

Whereas  information  submitted  to  the  Buckeye  Chamber  of  Commerce  by  its 
committee  on  employment  discloses  that  in  the  vicinity  of  Buckeye  and  elsewhere 
in  Maricopa  County  there  are  a  large  number  of  unemployed  workers  and  that 
said  unemployment  is  a  result  of  the  closing  down  of  Goodyear  Aircraft  Corp.. 
Airesearch  Manufacturing  Co.,  and  Aluminum  Co.  of  America  plants  within  the 

^^ Whereas  it  is  the  opinion  of  the  membership  of  the  Buckeye  Chamber  of  Com- 
merce that  this  state  of  unemployment  would,  to  a  great  extent,  be  relieved  by 
the  operation  of  these  plants  by  the  companies  which  have  heretofore  operated 

them;  and 

Whereas  this  body  has  been  informed  that  the  above-named  companies  are 
interested  in  acquiring  the  plants  for  the  purpose  of  manufacturing  in  their 

respective  fields ;  and  , ,  ».    «     j_,         ,i. 

Whereas  this  body  is  of  the  opinion  that  such  a  plan  would  be  for  the  welfare 
of  the  community,  the  State  of  Arizona,  and  the  entire  Nation :  Now,  therefore, 

it  is  hereby 

Resolved,  That  the  Surplus  Property  Board  be,  and  the  same  is  hereby,  peti- 
tioned to  adopt,  as  soon  as  practicable,  a  plan  of  disposing  of  these  industrial 
plants  to  those  interests  which  are  desirous  of  acquiring  and  operating  them. 

Passed  in  regular  meeting  by  the  Buckeye  Chamber  of  Commerce  this  12th  day 

of  September  1945.  ^  ,,  .^^ „      _    ^ 

G.  M.  Fbt,  President. 


Attest : 


R.  A.  Adams,  Secretary. 


Pbobia  Chamber  op  Commerce,  Inc. 
peoria,  abiz. 

Resolution 

Whereas  it  Is  of  the  utmost  importance  that  the  cost  of  the  war  be  met  through 
production  and  jobs  of  private  enterprise  if  our  economy  is  to  be  preserved  and 
widespread  unemployment  avoided ;  and 

Whereas  the  majority  of  the  workers  in  the  three  large  war  plants  and  smaller 
plants  are  citizens  of  this  area  who  had  been  trained  in  the  skills  needed  in 
these  plants  and  are  now  out  of  employment ;  and 

Whereas  the  operators  of  the  three  major  plants  in  the  Salt  River  Valley 
have  indicated  their  desire  to  be  permitted  to  acquire  said  plants  from  the 
Federal  Government  and  to  operate  them  in  peacetime  production;  and 

Whereas  there  exist  four  primary  airfields  in  the  same  area,  which  area  is 
ideally  adapted  for  air  training  and  for  the  development  of  aviation  industry 
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to  the  fullest  extent :  and  it  is  quite  possible  that  these  primary  airfields  may 
be  soldYor  oth„^        such  as  winter  resorts,  air-training  colleges,  or  private 

*""  Whefeaf  no' c^lear  policy  for  the  disposal  of  at  least  one  of  the  war  plants 
and  of  the'a'l^fieids  has  bJen  announced  by  the  agencies  of  t\l^^^:^'^^^^'^^. 
ment  holding  such  responsibility;  and  the  Phoenix  Alcoa  plant,  being  one  of 
Sbr  cation  !s  not  involved  in  the  controversy  about  aluminum  ingots  that  s 
now  going  in  and  holding  up  the  sale  of  the  Phoenix  plant :  Now,  therefore  be  it 
Res^ved  by  the  Peorid  Chamber  of  Commerce,  That  the  proper  Federal 
agSs  and  authorities,  particularly  the  Reconstruction  Finance  Corpora  ion 
and  the  Surplus  Property  Board,  be  respectfully  urged  to  take  immediate  steps 
to  provide  f^the  sale  of  slid  war  plants  and  primary  airfields  to  private  operators 
and  that  bids  be  invited  without  delay,  to  the  end  that  these  facilities  may  be 
nermanently  acquired  by  responsible  operators  to  be  operated  in  this  community 
a^d  placed  in  production  as  soon  as  possible;  and  that  the  Peoria  Chamber  of 
Commerce  further  submits  that,  in  the  adoption  of  the  resolution,  it  is  convinced 
that  it  is  expressing  the  desires  of  the  Peoria  Chamber  of  Commerce  and  of  the 
public  of  the  community,  all  of  whom  are  anxious  to  have  these  plants  permitted 
?o  resume  production  as  soon  as  possible  rather  than  to  experience  a  pro  racted 
period  of  waiting  for  the  uncertainties  involved  in  some  untried  method  of 

^^Unanimously  adopted  at  Peoria,  Ariz.,  this  the  10th  day  of  September  1945. 

T.  F.  Thurston,  Secretary. 

Gilbert,  Ariz.,  September  H,  1945. 

The  Reconstbuciton  Finance  Corporation, 

Washington,  D.  C. 

(Attention:   Samuel  Husband,  chairman.) 
Gentlemen  :   The  Gilbert  community  feels  the  reaction  from  the  reduction  of 
employment  due  to  the  closing  of  Falcon  Field,  the  curtailnaent  of  activities  at 
Williams  Field,  and  the  heavy  lay-offs  at  the  various  valley  defense  plants  engaged 

in  war  production.  •  .  , 

The  climate  in  the  Salt  River  Valley  will  cause  many  former  war  workers 
and  veterans  to  come  here  to  live  and  seek  work.  It  becomes  very  apparent  that 
unless  the  defense  plants  can  be  continued  in  operation  the  problena  of  unem- 
Dlovment  is  going  to  become  a  very  serious  matter  in  this  section  of  the  country. 
We  sincerely  believe  that  if  it  is  at  all  possible,  some  arrangement  should  be 
worked  out  whereby  the  present  operations  of  the  Aluminum  Co.  of  America, 
Airesearch  Manufacturing  Co.,  and  Goodyear  Aircraft  Corp.  would  -acquire 
ownership  of  their  respective  plants  and  would  keep  them  in  operation  here 
and  thereby  meet  the  need  of  unemployment  of  the  people  of  the  Salt  River 

Valley 

Very  truly  yours,  ^^^^  ^^^  ^^^^^ 

By  M.  S.  Vaughn,  Mayor. 

[Editorial  from  the  Phoenix  (Ariz.)  Republic,  September  5,  1945] 
Phoenix  Should  Not  Be  Penalized  by  Prejudiolal  Policies 

Considerable  interest  has  been  aroused  by  announcement  from  the  Committee 
on  Economic  Development  that  the  Alumiimm  Co.  of  America  would  make  a  pro- 
posal to  the  Government  to  lease  or  buy  the  huge  wartime  aluminum  production 

plant  located  here.  _  -r.i.«s4^-i.^„„ 

The  committee  is  to  be  congratulated  on  the  success  of  what  efforts  it  may 
have  made  toward  peacetime  operation  of  the  aluminum  plant  and  other  wartime 
industries  here  The  committee  worked  so  quietly  that  the  public  has  not  been 
informed  of  the  progress  being  made  and  there  was  no  realization  of  how  much 

work  had  been  accomplished.  .,    .    ^v.  4.-      4-1.  <.    «„  r«r^ 

But  before  our  citizens  settle  back  complacently  in  the  assumption  that  resump- 
tion of  work  at  the  aluminum  plant  is  an  assured  fact,  it  would  be  wise  to 
consider  whether  or  not  the  praiseworthy  work  done  by  the  committee  should 
not  be  backed  by  all  the  power  the  community  is  able  to  exert. 

In  the  September  3  issue  of  a  conservative,  usually  accurate  news  weekly, 
under  the  heading  "Washington  Trends,"  the  statement  is  made  in  reference  to 


governmental  affairs,  that :  "It  is  settled  policy  that  the  Aluminum  Co.  of  America 
will  get  no  governmental  war-built  aluminum  plants." 

So  far  as  known,  no  other  producer  of  aluminum  products  has  evidenced  an 
interest  in  acquiring  the  plant  here,  either  by  lease  or  purchase.  The  only  other 
proposals,  so  far  as  disclosed,  have  been  for  certain  equipment  which  might  mean 
the  dismantling  of  the  plant  and  making  it  unfit  for  aluminum  production. 

If,  because  of  prejudice  against  Alcoa,  or  to  arbitrarily  carry  out  a  fixed 
policy  with  consistency,  the  administration  wrecks  the  opportunity  of  this  com- 
munity to  possess  a  great  industry  and  at  the  same  time  junks  a  taxpayers' 
investment  of  many  millions  that  may  be  converted  to  employment  and  productive 
needs,  then  economic  and  governmental  justice  will  not  prevail. 

To  protect  the  interests  not  only  of  Phoenix  but  of  the  State  and  the  entire 
Nation,  it  behooves  citizens  of  this  community,  particularly  organized  groups 
such  as  the  directors  of  the  chamber  of  commerce,  or  a  special  task  committee, 
to  join  hands  with  the  Committee  on  Economic  Development  and  other  bodies 
to  work  and  study  the  situation  and  to  bombard  the  Surplus  Property  Board, 
our  Representatives  in  Congress,  and  other  governmental  officials  with  forceful 
expressions  against  the  unfairness  to  Arizona  of  an  infiexible  policy  aimed  at  the 
Aluminum  Co.  of  America.    Action  is  earnestly  necessary. 

It  will  be  far  simpler  to  do  something  to  hold  the  important  industries  Arizona 
now  has  than  to  obtain  others  as  substantial  to  take  their  places. 


[Editorial  from  the  Phoenix  (Ariz.)  Gazette,  September  5,  1945] 

Cut  the  Ria)  Tape;  Open  Alcoa  Plant 

The  people  of  Phoenix  think  it  about  time  that  our  congressional  delegation 
build  a  fire  under  those  Government  officials  in  Washington  who  are  delaying  the 
disposal  of  surplus  war  plants. 

The  Aluminum  Co.  of  America  is  ready  with  a  proposal  to  lease  or  purchase  the 
Phoenix  works  which  turned  out  such  vast  quantities  of  aluminum  extrusions 
that  aided  in  crushing  our  enemies. 

This  plant  easily  can  be  converted — and  quickly — into  the  production  of  vast 
amounts  of  aluminum  products  so  greatly  in  demand  today  by  millions  of  our 
citizens. 

Here  is  a  case  where  private  enterprise  is  ready  to  go.  It  isn't  asking  that  the 
Government  underwrite  the  operation  of  the  local  plant  and  pay  losses  if  there 
should  be  such. 

Here  is  a  case  where  private  enterprise  is  being  forced  to  mark  time  by  slow- 
acting  Washington  officials.  The  problem  seems  simple.  The  Government  has 
no  further  use  for  this  plant.  It  wants  to  dispose  of  it.  The  Alcoa  concern 
wants  to  make  a  proposal.  Then  why  in  the  name  of  common  sense  can't  there 
be  speedy  action? 

It  appears  there  is  some  fear  in  Washington  that  the  sale  or  leasing  of  this 
plant  to  Alcoa  might  help  to  create  a  monopoly.  No  other  aluminum  company 
is  interested  in  the  plant.  Several  firms  would  like  to  buy  its  machinery — if 
they  can  get  it  cheaply — and  move  it  elsewhere.  That  would  make  this  plant 
useless  to  the  Nation  and  private  enterprise. 

Our  Congressmen  should  tell  the  Washington  officials  to  forget  monopoly  so  far 
as  the  Phoenix  plant  is  concerned.  Aluminum  monopoly  can  be  controlled  in 
the  disposal  of  aluminum  ingot  plants.  If  Alcoa  doesn't  have  a  monopoly  on 
ingot  production,  then  there  can  be  no  monopoly  in  aluminum  fabrication. 

What  Phoenix  wants,  what  several  thousand  aluminum  workers  want,  and  what 
the  whole  country  wants,  is  the  speedy  conversion  of  this  plant  to  peacetime 
production.  Let's  have  full  speed  ahead  and  get  on  with  the  job  of  full  produc- 
tion and  full  employment  for  a  prosperous  peacetime  eera. 

STATEMENT  OF  I.  W.  WILSON— Hesumed 

Mr.  Wilson  (continuing) : 

subsidy  no.  3.  government  procurement  of  bauxite 

The  Government  is  to  negotiate  for  and  presumably  acquire  foreign  bauxite 
on  behalf  of  the  operators  of  Government  plants.  In  the  interim,  the  Govern- 
nient  stock  pile  of  bauxite  at  Hurricane  Creek  is  to  be  made  available  to  the  lessee 


f:- 


II 


fi 


■*1 


184 


ALUMINUM  PLANT  DISPOSAL 


ALUMINUM  PLANT  DISPOSAL 


185 


Of  that  plant  at  prices  equal  to  or  possJWy  lower   than  M^^^^s^  ^^^^ 

^^^V:rZr^s.  V^'!!ZIrZXir^m\n.ol.e  costs  higher  than 
"^Tht- subsidy  necessarily  presupposes  that  *\«°y«7,«°*  ^fte'^ttroU^^^^^ 

«^s^i.foS'.^^Lr/r.=^s= 

Thfs  control  wUl  largely  influence  the  price  of  aluminum. 

f  k'aSults  Sa"rceTnThe'flnTtedSs  but  is  found  in  practically  Inexhaust^ 
ible  STtuU  in  many  foreign  countries  from  which  it  can  be  shipped  to  the 

-Mnrne^rsrofZ'Sfr-^^^^^^^^ 

»SiwthfMf  Alcoa  owned  all  of  the  bauxite  in  Dutch  Guiana-and  it  holds  merely 
fmTnml<^ntSfon  on  a  portion  of  such  reserves-this  would  amount  to  only  5 

^f'i^vefM"'^^^'^  Government  stock  pile  of  2,800,000  tons  of  Govern- 
rnp^tnwned  bauxite  at  Hurricane  Creek,  and  this  can  be  supplemented  in  the 
S^xtfeTyeaX  at  lea"  5,000,000  tons  of  additional  bauxite  tlirough  the  Ind^ 
Sent  Bauxite  Producers  of  Arkansas,  a  quantity  sufficient  to  run  Hurricane 
Treek  fof  16  years  at  25  percent  of  capacity  which  is  your  esti^.^^^  of  what  is 
needed.    Why,  then,  this  claim  of  shortage  and  promise  of  subsidy? 

6  Without  governmental  intervention,  a  new  producer  will  be  in  the  same 
positSnas  Afcoa-domestic  reserves  are  insufficient,  but  foreign  bauxite  is 

"f  T«mS'of  Re^^^^^  Obtain  a  100-year  supply  of  bauxite  in 

a  LoTt  period  ortime  is  a  far  more  persuasive  argument  with  which  to  sell  a 
Governmenrown^^^^^  smelting  plant  or  an  alumina  works  than  the 

drXrvSre  of  operation  from  a  Government  stock  pile  supplemented  by  gov- 
frnmJnffl?lv  obtained  foreign  bauxite  with  all  of  the  attendant  price  controls. 
l^^rSes  aXim^tlat  go  with  the  substitution  of  a  bureaucracy  for 
n?fvate  initfa^fve  The  arguments  of  scarcity  and  of  Alcoa's  dominance  in  the 
bluxi^e  field  arlpurebuga^o,  as  the  courts  concluded  in  the  antitrust  case  and 
as  the  statistics  in  the  Board's  report  reveal. 

SUBSIDY  NO   4.   THE  SUBSIDIZED  MANUFACTURE  OF  ALUMINA  FOR  SAU:  AT  PRICES  EQUAL 
TO  OB  LOWER  THAN  ALCOA'S  COST  OF  MANUFACTURE. 

Tt  is  nronosed  that  the  Government-owned  Hurricane  Creek  alumina  plant  be 
offered^onTto  a  c^^^^^^  of  Alcoa,  and  on  terms  that  r^iuire  the  sfe  otf 

a^mina  to  the  operators  of  Government  plants  at  prices  competitive  with  Alcoa  s 
S  of  manufacture  It  is  estimated  that  this  will  require  sales  at  or  near  the 
cS?ofmTnufactu7e.  It  may  require  sales  below  cost.  J^  either  ^^^^t'^^.^fS^ 
upon  a^ubsidized  operation  of  the  Hurricane  Creek  plant,  under  which  the  Be- 


construction  Finance  Corporation  will  pay  the  operator  of  Hurricane  Creek 
whatever  fee  or  profit  is  necessary  to  induce  him  to  sell  alumina  at  or  below 
Alcoa's  cost  of  manufacture. 

Dr.  Anderson.  May  I  interrupt?  I  would  like,  Mr.  Chairman,  to 
ask  the  Surplus  Property  Board  whether  this  is  their  intepretation  of 
their  own  statement,  because  I  understand  that  is  in  considerable 

question.  .     ,    ,  i.        v,  -j- 

Mr.  Moment.  The  Alcoa  statement  is  that  we  propose  to  subsidize 
the  manufacture  of  alumina  at  prices  equal  to  or  lower  than  Alcoa's 
coast  of  manufacture.  The  actual  language  in  the  report  is  given  on 
pages  44  and  51  of  the  printed  copy  and  does  not  quite  correspond. 

It  states  on  page  44,  the  bottom  of  the  page: 

Fortunately,  the  operator  of  Hurricane  Creek  can  sell  to  others  at  or  near 
cost — 

that  means  the  Hurricane  Creek  cost,  not  Alcoa's  cost — 
because  the  larger  the  output  the  lower  his  average  cost. 

Furthermore,  on  page  51,  the  reference  in  the  middle  of  the  page 

under  "Alumina  plants"  is : 

Hurricane  Creek  will  be  offered  to  a  competitor  of  Alcoa  under  terms  that 
guarantee  the  sale  of  alumina  to  others  on  a  basis  assuring  a  competitive  price. 

That  language  was  drawn  up  with  reference  to  the  earlier  language 
that  would  be  based  on  the  costs  of  production  at  Hurricane  Creek  and 
not  on  the  costs  of  prodiiction  at  any  Alcoa  alumina  plant. 

Mr.  Hickman.  What  does  "competitive  price"  mean? 

Mr.  Moment.  Any  buyer  of  alumina  from  your  Hurricane  Creek 
would  be  able  to  get  it  close  to  the  cost  of  production  at  Hurricane 
Creek,  so  that  he  could  compete  with  the  owner  or  operator  of  the 
Hurricane  Creek  plant.  That  was  a  critical  point,  because  we  have 
estimated  elsewhere  in  our  report  that  the  costs  of  production  at  Hurri- 
cane Creek  would  be  competitive  with  Alcoa. 

EFFORTS  TO  SELL  PLANTS  CONTEMPLATED  ON  BASIS  OF  ASSURING  COMPETITIVB 

PRICE  FOR  PRODUCT 

Senator  O'Mahoney.  I  might  remark  herd  that  on  reading  that  my 
interpretation  of  it  was,  and  I  hope  I  am  correct  in  that,  that  what  was 
meant  by  the  language  under  terms  that  guarantee  the  sale  of  alumina 
to  others  on  the  basis  of  assuring  a  competitive  price,  meant  that  you 
would  require  a  contract  by  which  the  purchaser  would  not  enter 
into  any  arrangement  to  fix  the  price  at  a  high  level  so  as  to  shut  off  the 
opportunity  for  competitors  of  Alcoa  to  buy  it  at  commercially  feasible 

competitive  rates.  .         ^      , 

Mr.  Moment.  That  was  exactly  the  meaning.  The  Hurricane  Creek 
plant  was  so  large  that  we  felt  that  it  would  be  attractive  to  a  new 
operator  only  if  he  could  also,  for  at  least  a  time,  sell  some  of  his  output 
probably  to  new  aluminum  producers  besides. 

Senator  O'Mahoney.  Then,  it  was  not  intended  by  the  Surplus 
Property  Board  to  convey  the  thought  which  has  been  drawn  by  Alcoa 
that  the  purpose  was  to  have  the  Government  finance  low-cost  alumina 
by  taking  up  losses  ? 

Mr.  Moment.  It  was  not  the  intent,  if  Alcoa's  costs  were  to  have 
been  lower  than  Hurricane  Creek's  cost,  that  the  Government  would 
have  approved  a  price  lower  than  Hurricane  Creek's  cost. 
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Senator  O'Mahoney.  At  any  rate,  it  was  not  intended  at  all  to  sub- 
sidize prices  equal  to  or  lower  than  Alcoa's  cost  of  manufacture? 

Mr.  Moment.  That  is  correct. 

Mr.  Wilson.  May  I  refer,  Mr.  Moment,  to  the  paragraph  No.  19  on 
page  3  of  the  printed  copy,  the  second  sentence  of  which  reads  as 
follows: 

The  output  of  alumina — 

Speaking  now  of  the  Hurricane  Creek  plant — 

should  be  made  available  to  other  producers  taking  over  Government  reduction 
plants  at  or  near  cost  in  order  to  permit  competition  with  Alcoa. 

Now,  with  that  statement  as  the  objective,  I  don't  see  how  we  figure 
this  other  statement  that  in  competition  has  reference  to  anything 
other  than  the  competition  with  Alcoa,  and  if  they  had  meant  at  a 
profit  or  at  cost,  why  would  that  not  have  been  stated  instead  of  "at 

or  near  cost"  ? 

At  or  near  cost  can  in  the  recommendation  to  Congress  just  as  well 

mean  below  cost  as  it  can  mean  above  cost. 

Senator  O'Mahoney.  The  point  I  see  is  that  one  interpretation 
is  that  the  recommendation  was  that  the  Government  should  supply 
funds  that  would  enable  the  operator  of  Hurricane  Creek  to  meet 
Alcoa's  price,  and  the  other  interpretation  that  Hurricane  Creek  was  to 
be  made  available  to  a  competitive  operator  on  such  terms  as  would 
enable  that  operator  to  carry  on  in  a  commercial  manner  in  competi- 
tion, without  the  Government  putting  up  cash. 

Mr.  Moment.  If  I  might  just  comment  on  that  language  which  Mr. 
Wilson  has  read,  I  regret  that  it  seems  a  little  obscure,  but  most  cer- 
tainly it  meant  when  it  was  written  at  or  near  the  cost  of  Hurricane 
Creek's  cost  of  production,  and  the  word  "near"  was  never  in  the 
mind  of  anyone  in  the  Surplus  Property  Administration  in  the  dis- 
cussions we  had  meant  to  be  below  cost.  I  regret  that  the  language 
is  obscure,  but  that  is  a  fact. 

Mr.  Wilson.  We  were  limited  by  not  knowing  what  was  in  the 
minds  of  the  staff  of  the  Surplus  Property  Board. 

Senator  O'Mahoney.  But  you  are  also,  I  suppose,  at  liberty^o  draw 
the  conclusion  which  the  words  themselves  conveyed. 

Dr.  Anderson.  May  I  further  question  Mr.  Wilson,  then? 

Now,  that  we  knowVhat  was  in  the  minds  of  the  Surplus  Property 
Board  in  writing  that  particular  statement  and  in  view  of  the  three 
references  to  which  our  attention  has  been  directed,  would  you  still 
say  that  subsidy  No.  4,  as  written  in  your  printed  document,  stands? 

Mr.  WiLSON.*^  Yes.  Is  an  operator  of  Hurricane  Creek  going  to 
operate  and  sell  his  product  at  cost  to  somebody  for  somebody  else's 
benefit  ?  It  is  going  to  require  Government  subsidv  to  get  some  kind 
of  an  operating  fee  into  his  hands  for  him  to  perform  that  sei-vice  for 
the  benefit  of  somebody  else. 

Senator  O'^Iaiioney.  Mr.  Moment,  were  you  going  to  make  a  com- 
ment there  ? 

Mr.  Moment.  Well,  yes.  As  you  know,  in  many  operations,  the 
larger  the  production  the  lower  the  cost  of  production.  If  an  opera- 
tor can  increase  his  scale  of  output  in  certain  industries  by  selling  a 
portion  of  his  output  to  others  and  reduce  his  own  costs  and  thereby 
save  money  for  himself,  he  has  incentive  to  sell  to  others  at  or  near 
that  cost  because  he  himself  makes  savings  that  he  would  not  other- 
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wise  obtain.  That  is  precisely  what  was  meant  in  this  case,  and  that 
would  not  be  a  subsidy,  because  in  this  case  we  expected  that  the 
operator  would  himself  make  more  money  than  he  otherwise  would  at 
lower  scales  of  production. 

CAPITAL  VALUE  OF  PLANTS ;  NECESSITY  FOR  ENGINEERING  APPRAISAL 

Senator  O'Mahoney.  Let  me  ask  Mr.  Wilson  this  question:  For- 
getting Hurricane  Creek  or  any  specific  plant,  but  remembering  that 
in  the  construction  of  war  plants  the  Government,  through  Defense 
Plant  Corporation,  was  operating  under  war  conditions,  and  in  many 
instances  paid  more  for  the  construction  of  a  plant  than  would  have 
been  expended  in  normal  times — in  other  words,  bearing  in  mind  that 
the  plants  with  which  we  are  dealing  may  have  cost  the  Government 
a  good  deal  more  than  commercial  values  would  dictate — would  you 
say  that  it  would  be  a  subsidy  to  small  business  or  to  competitive 
industry  if  the  Government  sold  such  a  plant  at  less  than  the  cost  to 
the  Government  to  build  it  ? 

Mr.  Wilson.  Not  at  all. 

Senator  O'Mahoney.  Then  where  would  you  draw  the  line  and  say 
that  the  subsidy  began  and  the  Government  reduced  the  price  at  which 
it  would  sell,  or  less? 

lilr.  Wilson.  We  are  talking  now  about  the  capital  value  of  the 
plont,  are  we,  Mr.  Chairman? 

Senator  O'Mahoney.  Yes. 

Mr.  Wilson,  The  proper  capital  value  of  one  of  these  plants  should 
be  determined  on  the  basis  of  an  engineering  appraisal  as  to  its  cost 
had  it  been  constructed  under  normal  conditions,  and  that  is,  as  I 
understand  it,  a  procedure  which  is  being  followed  by  RFC  in  the 
evaluation  of  all  of  the  plants  and  facilities  that  they  are  attempting 
to  sell. 

Senator  O'Mahoney.  Yesterday  I  stated  that  to  my  mind  the  pri- 
mary question  which  must  be  answered  by  the  Government  in  the 
disposal  of  any  of  these  plants  is  simply  this :  How  much  is  it  worth 
to  the  people  of  the  United  States  to  establish  a  free  enterprise 
competitive  economy  ? 

In  other  words,  to  what  extent  may  the  Government,  in  disposing 
of  these  tremendous  plants  which  it  has  to  private  enterprise,  instead 
of  locking  them  up  or  operating  them,  how  far  may  the  Government  go 
in  making  terms  upon  which  an  operation  can  be  commercially 
successful?  Or  should  the  Government  stop  short  at  a  point  which 
would  enable  any  competitor  against  a  dominant  force  in  the  industry 
to  appear? 

Mr.  Wilson.  I  see  no  reason  why  the  Government  should  not  be  free 
to  dispose  of  its  property,  these  plants,  in  any  sound  way  that  will 
not  destroy  free  competitive  enterprise. 

Senator  O'Mahoney.  So  that  if  the  objective  is  to  stimulate  free 
competitive  enterprise,  not  to  destroy  it,  then  you  have  no  objection 
to  the  granting  of  liberal  terms  ? 

Mr.  Wilson.  No,  if  they  are  sound  terms,  not  at  all. 

Senator  O'Mahoney.  Then  the  question  of  course  follows  as  to  what 
sound  terms  are  ? 

Mr.  Wilson.  That  is  right ;  that  is  what  we  are  seeking. 

Senator  O'Mahoney.  Precisely.  Perhaps  we  are  not  so  far  apart 
as  we  seem  with  all  the  heat  and  fury  that  has  been  displayed. 
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Dr.  Anderson.  I  want  to  get  a  further  clarification,  Mr.  Wilson, 
on  the  point  about  the  way  you  say  the  KFC  is  appraising  the  peace- 
time value  of  these  wartime  constructed  plants. 

You  said  you  would  think  a  reasonable  procedure  would  be  an  engi- 
neering appraisal,  and  I  would  like  to  ask  the  (question,  for  it  has 
occurred  many  times  in  our  survey  of  these  plants,  including  the  alumi- 
num plants  in  some  instances,  that  ther^3  has  been — some  say  by  intent 
and  others  say  by  chan|je — ^poor  location,  poor  in  terms  of  postwar  use. 

How  would  an  engineering  appraisal  include  such  a  factor  as  poor 
location?  Would  it  be  necessary  to  go  considerably  beyond  an  engi- 
neer's appraisal  and  have  what  you  would  call  an  economic  appraisal 
of  the  value  of  the  plant  as  well  ? 

Mr.  Wilson.  I  would  think  so,  yes;  but  I  think  you  should  start 
first  with  an  engineering  appraisal  and  then  you  have  something 
to  put  your  feet  on. 

Dr.  Anderson.  So  you  don't  want  to  leave  the  impression  that  you 
would  be  satisfied  to  have  an  engineer  go  out  and  appraise  these  plants, 
and  that  you  would  take  his  appraised  value  as  the  value  in  peacetime 
of  the  plant? 

Mr.  Wilson.  I  don't  think  you  could  or  should. 

Senator  Wherry.  Could  a  plant  be  located,  Mr.  Wilson,  so  that  it 
would  just  be  prohibitive  to  run  it  at  all  ? 

Mr.  Wilson.  Yes ;  that  is  possible. 

Senator  Wherry.  Are  there  some  of  these  plants  which  are  so 
located  * 

Mr.  Wilson.  Definitely,  but  not  because  of  the  location,  but  be- 
cause at  that  location  no  low-cost  power  is  available.  In  other  words, 
it  isn't  merely  just  inherent  to  that  location,  but  that  location  does 
not  make  available  any  low-cost  power. 

Mr.  BoRCHARDT.  Ml'.  Wilson,  could  I  ask  you  this : 

Do  you  have  any  suggestions  to  be  made  to  the  RFC  as  to  how  they 
could  go  about  getting  more  offers  for  the  operation  of  those  plants 
on  the  basis  of  those  sound  appraisal  principles? 

MR.  Wilson's  criticism  of  surplus  property  bo.^rd's  report 

Mr.  Wilson.  No  ;  I  do  not  think  I  do,  but  without  meaning  to  be 
critical  and  with  deference  to  the  problem  which  is  a  weighty  one 
that  they  have,  I  am  personally  of  the  opinion  that  I  never  saw  a 
salesman  start  out  on  a  job  of  selling  that  he  did  as  poor  a  job  as  the 
Surplus  Property  report  in  pointing  out  everything  that  they  could 
think  of  against  these  plants. 

Senator  O'Mahoney.  Mr.  Moment? 

Mr.  Moment.  I  might  reply  to  that  with  the  comment  that  long 
before  this  report  was  written  a  number  of  us  who  were  associated 
with  this  writing  weve  quite  concerned  with  this  problem  and  did 
call  upon  people  of  the  leading  private  companies  in  the  country  in 
the  metallurgical  fields  to  ask  them  what  were  the  problems  confront- 
ing them  if  they  were  entering  tlie  industry.  We  wanted  to  know 
what  would  be  the  coiiditions  under  which  they  might  be  drawn  into 
the  industry,  and  it  was  the  recital  of  the  problems  and  obstacles  out 
of  the  amounts  of  some  of  the  leading  private  companies  in  this 
country  that  led  to  the  observations  and  analyses  appearing  in  this 
report. 
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Our  salesmanship  started  out  in  an  orthodox  manner,  but  we  ran 
immediately  in  very  large  problems  which  simply  had  to  be  pubhcized 
so  that  the  Surplus  Property  Administration  and  Congress  would 
understand  the  difficulties  that  lay  ahead. 

Senator  O'Mahoney.  I  think  I  may  say  with  all  due  respect  to 
everybody  concerned  that  in  my  opinion  the  Surplus  Property  Board 
should  not  operate  under  the  insignia  "Caveat  emptor"  because  it  is 
dealing  with  all  the  people  of  the  United  States,  busmess  and  con- 
sumers alike. 

Proceed  IVIr.  l^ilson. 

Senator' Wherry.  "Caveat  emptor"  means  "Let  the  buyer  beware." 

You  are  a  lawyer. 
Mr.  Wilson  (continuing) : 

This  subsidy  proceeds  on  the  entirely  erroneous  assumptions  that  bauxite  will 
be  unavailable  to  the  purchaser  of  a  Government  plant  at  prices  competitive 
with  Alcoa's  and  that  Alcoa's  cost  of  obtaining  alumina  from  bauxite  is  so  low 
that  the  lessee  or  purchaser  of  the  Hurricane  Creek  alumina  plant  cannot  be 

expected  to  compete  at  a  profit.  , «     ^       .       -        i      . 

The  program  necessarily  involves  a  Government-fixed  price  for  alumina, 
not  only  for  those  who  purchase  from  the  Hurricane  Creek  alumina  plant  but, 
inevitably,  for  those  who  compete  against  alumina  so  purchased.  Such  a  subsidy 
is  unnecessary  and  destructive  of  free  enterprise.  .^  ^  ^ 

1  Any  well-organized  cnemical  manufacturing  company  is  qualified  to  engage 
in  the  manufacture  of  alumina,  and  a  number  of  such  companies  have  so  en- 
gaged. Alumina  is  manufactured  by  an  old  and  well-known  chemical  process, 
known  as  the  Bayer  process,  on  which  United  States'  patents  expired  some  time 
prior  to  1903.  The  Government-owned  alumina  plants  at  Hurricane  Creek  and 
Baton  Rouge  both  employ  the  Bayer  process  for  the  extraction  of  alumina  from 

bauxite.  ,      .         ,     a.  •     ,      i.  ^  •     *v>^ 

2.  The  Government-owned  Hurricane  Creek  alumina  plant  is  located  m  the 
Arkansas  bauxite  fields  and  is  the  largest  alumina  plant  in  the  United  States.  It 
has  been  so  designed  and  constructed  that  it  may  be  operated  at  varying  propor- 
tions of  its  total  capacity.  It  is  admittedly  an  efficient  and  low-cost  producer. 
Indeed,  it  is  the  best-located  and  lowest-cost  alumina-producing  plant  in  the 
United  States  and  is  completely  equipped  with  the  new  sinter  process,  de- 
veloped solely  bv  Alcoa  after  many  years  of  research  and  experimental  work 
and  the  expenditure  of  a  large  amount  of  money.    The  Board's  report,  itself, 

says  of  this  achievement :  ,.  ^     ...         * 

"The  only  significant  new  commercial  development  m  the  production  of 
alumina  during  the  war  has  been  the  work  of  Alcoa  on  the  combination  process, 
combining  the  Bayer  process  with  the  so-called  lime-soda-sinter  method." 

HOW  COULD  INDEPENDENT  INGOT  PRODUCER  GET  ALUMINA  "A8  INDUSTRY  IS 

NOW  SET  UP?"  WITNESS  IS  ASKED 

Mr.  Berge.  May  I  ask  a  question  ? 

You  have  stated  here  that  the  Hurricane  Creek  plant  admittedly 
is  an  efficient  and  low-cost  producer,  is  the  best  located  and  lowest  cost 
alumina-producing  plant  in  the  United  States.  When  you  say  that, 
are  you  thinking  in  terms  of  its  using  the  highest  grade  bauxite 
or  low-grade  bauxite?  Would  that  statement  be  equally  true  with 
either  type  of  bauxite '( 

Mr.  Wilson.  It  would  be  equally  true  with  either,  Mr.  Berge. 

Mr.  Berge.  Would  that  be  including  the  use  of  this  process? 

Mr.  Wilson.  It  would. 

Mr.  Berge.  It  would  still  be  the  lowest  cost? 

Mr.  Wilson.  It  would. 

Mr.  Berge.  Let  me  ask  you  this :  How  could  an  independent  ingot 
producer  get  alumina  in  this  country  as  the  industry  is  now  set  up 
unless  it  had  access  to  the  Hurricane  Creek  output?    Isn't  Hurricane 
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Creek  about  the  only  source  of  alumina  from  which  an  independent 
ingot  producer  could  purchase? 

Mr.  Wilson.  We  have  not  yet,  I  hope,  Mr.  Berge,  gotten  to  the 
point  where  a  man  cannot  build  his  own  plant. 

Mr.  Berge.  I  understand  that,  but  of  the  existing  plants  ? 

Mr.  Wilson.  They  could  buy  from  Alcoa  and  buy  from  Reynolds. 

Mr.  Berge.  That  is  what  I  want  to  know.  As  it  is  presently  con- 
stituted, the  existing  plants  would  have  to  buy  from  you,  from 
Keynolds,  or  Hurricane  Creek? 

Mr.  Wilson.  Or  Baton  Rouge. 

Senator  Wherry.  Mr.  Chairman,  just  for  the  record,  in  view  of  the 
long  testimony  we  took  in  the  Small  Business  Committee,  is  this  thing 
just  narrowed  down  to  this  Hurricane  Creek  and  Jones  Mills  plants  as 
the  only  ones  that  might  be  sold  to  some  independent  operator  or 
operated  by  the  Government  ? 

It  indicates  to  me  that  most  of  these  plants  are  so  located  that  there 
is  just  no  chance  of  ever  operating  them.    Am  I  right  in  that  ? 

Mr.  Wilson.  Not  in  my  opinion.  Mr.  Goldsmith,  I  kno.w,  is  in- 
terested in  seeing  that  the  two  plants  that  are  fed  by  the  BonneViHe 
system  aren't  put  in  that  category,  and  I  don't  think  they  should  be 
put  in  that  category.  They  are,  both  of  them,  low-cost  producing 
plants. 

Senator  Wherry.  AVhat  is  going  to  happen  to  a  plant  like  the 
Queens  plant  in  New  York  ? 

Mr.  Wilson.  The  Queens  plant,  in  my  own  personal  opinion,  should 
either  be  scrapped  or,  if  the  military  wants  it,  maintained  for  a  certain 
period  as  a  standby  arsenal  type  of  plant.  But  as  a  commercial  opera- 
tion for  the  production  of  aluminum  in  the  postwar  market,  it  has  no 
possibilities. 

Senator  Wherry.  So  the  two  propositions  are  the  one  at  Arkansas 
and  the  one  on  the  west  coast.    Is  that  about  what  it  amounts  to  ? 

Mr.  Wilson.  There  are  three  in  the  west  coast  area,  two  that  Alcoa 
has  had  at  Spokane  and  Troutdale,  and  the  Olin  plant  at  Tacoma. 

Senator  O'Mahoney.  With  respect  to  the  Massena  plant,  Mr.  Wil- 
son, if  the  cost  of  power  were  lower,  would  that  change  the  situation  ? 

Mr.  Wilson.  Very  much  so. 

Senator  O'Mahoney.  If  they  had  a  comparable  power  cost  there, 
then  it  would  become  a  feasible  commercial  plant  ? 

Mr.  Wilson.  Each  and  everyone  of  these  plants  would  be  commer- 
cially feasible.  Each  and  everyone  of  the  plants  is  just  as  efficient 
a  plant  as  any  other,  so  the  principal  factor  in  determining  its  com- 
mercial postwar  possibility  is  the  cost  of  power. 

TRANSPORTATION  IS  FACTOR  IN  DETERMINING  VALUE  OF  PLANT 

Transportation  will  enter  into  it  to  a  small  extent,  and  labor  rates 
to  a  small  extent,  but  in  every  case  that  we  have  studied,  and  I  think 
in  the  case  of  these  plants,  the  cost  of  the  available  power  so  far  out- 
weighs any  of  the  other  factors  that  it  should  be  judged  on  that  basis 
first  and  then  the  other  factors  evaluated  for  whatever  they  may  be 
worth. 

Senator  O'Mahoney.  Mr.  Caskie  of  Reynolds  nods  that  he  is  em- 
phatically in  agreement. 

Mr.  Wilson.  I  am  very  glad  to  have  him  in  agreement  with  me. 


Mr.  LiPKOwiTZ.  Mr.  Wilson,  in  regard  to  the  low  cost  at  Hurricane 
Creek,  using  low-grade  bauxite,  Dr.  Frary  of  your  organization,  a 
scientist,  in  the  Chemical  and  Engineering  News  of  December  10, 1943, 
indicated  that — 

It  seems  unlikely  that  most  such  plants  could  make  alumina  which  would  be 
competitive  after  the  war  with  the  Bayer  process  oxide  produced  f^'^m  important 
bauxite,  so  that  when  they  have  served  their  purpose  (if  they  are  built)  they 
will  probably  either  be  scrapped  or  placed  in  a  standby  condition  against  the 
Dossibility  of  the  occurrence  of  another  emergency.  It  is  only  under  very  excep- 
tional circumstances  that  low-grade  ores  can  compete  with  high-grade  ores  in  tne 
production  of  any  mineral  product. 

Mr  Wilson.  That  I  would  rather  agree  with,  but  wherein  do  you 
think  that  differs  from  the  statement  that  I  have  made,  Mr.  Lipkowitz  ? 

Mr.  LiPKOWiTZ.  The  low-cost  aluminum  plant  at  Hurricane  Creek 
would  still  be  low  cost  if  it  operated  on  low-grade  bauxites  ? 

Mr.  Wilson.  Yes,  it  still  would. 

Mr.  Lipkowitz.  As  compared  to  Mobile,  for  example,  operatmg  on 

high-grade  foreign  bauxites  ?  , .         i.        ^i  • 

Mr.  Wilson.  Yes.  I  think  that  the  point  I  would  get  from  this  quo- 
tation you  have  just  read  is  that  a  plant  which  is  an  alumina  plant  lo- 
cated away  from  the  bauxite  cannot  afford  to  pay  transportation  on 
these  low-grade  bauxites  and  permit  the  company  to  process  at  that 
more  distant  point,  competing  with  the  cost  of  putting  a  high-grade 
bauxite  into  that  alumina  plant.  But  you  put  that  alumina  plant  on 
the  bauxite  field  where  the  low-grade  bauxite  is  available  right  there, 
where  there  is  no  transportation  cost,  then  you  have  an  operation  that 

is  cheaper.  .        .         ,       T^     -c^ 

Mr  Lipkowitz.  But  that  was  exactly  the  situation  when  Dr.  J^  rary 

made  this  stateiiient.     The  Hurricane  Creek  plant  was  operating  then 

and  was  the  outstanding  application.  i     ^     j-j  54. 

Mr.  Wilson.  How  did  you  start  that— most  of  these  plants,  didn  t 

you  say  ? 
Mr.  Lipkowitz.  He  was  generalizing  about  them. 

Mr.  Wilson.  I  think  he  was.  xt    j-j  u       i 

Mr.  Lipkowitz.  He  said  they  just  couldn't  compete.  He  didn  t  make 
any  reference  to  transportation. 

MR.   WILSON  RESUMES  READING  OF  ALCOa's  STATEMENT 

Mr.  Wilson.  He  was  generalizing,  and  I  am  not. 
(Continuing)  : 

3  Upon  the  entry  of  Reynolds  Metals  Co.  into  the  aluminum-smelting  business, 
it  built  and  operated  at  Listerhill,  Ala.,  an  alumina  plant  with  capacity  suffi- 
cient for  the  smelting  of  100,000,000  pounds  of  aluminum  ^"g^j-  however,  that 
company  elected  to  install  an  ingot-producing  capacity  of  160,000,000  pounds. 
During  the  war  it  overcame  this  deficiency  in  alumina-producing  capacity  by 
buying  alumina  from  Alcoa  and  from  the  Alcoa-operated,  Government-owned  alu- 
minum plants  at  Hurricane  Creek  and  Baton  Rouge.  The  postwar  need  of  the 
Reynolds  Metals  Co.  is  not  for  a  Government-subsidized  price  for  alumina  from 
Hurricane  Creek,  but,  as  the  report  elsewhere  states,  additional  alumina-pro- 
dncing  capacity.  Surely  the  Government  is  not  going  to  make  alumina  available 
to  Reynolds  INletals  Co.  and  others  at  a  subsidized  price  when  all  that  is  needed 
by  these  private  companies  is  the  capital  and  the  initiative  to  build  an  alumina 

plant.  .         .„    ,. 

4  The  proposal  may  well  mean  that  private  enterprise  will  disappear  from 
the  alumina  business  in  favor  of  the  Government  subsidized  operation  at  Hurri- 
cane Creek  There  is  no  incentive  to  risk  any  capital  investment  in  the  mining 
of  bauxite  or  the  extraction  of  alumina  if  ones  own  Government  is  committed 
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to  a  program  of  performing  the  same  operation  at  a  selling  price  which  is  guar- 
anteed in  advance  to  be  equal  to  or  possibly  lower  than  the  lowest  price  of  a 
private  competitor. 

5.  Even  if  the  announced  intention  of  requiring  the  operator  of  the  Hurricane 
Creek  plant  to  sell  alumina  at  or  below  Alcoa's  costs  of  alumina  did  not  result 
in  sales  at  a  loss — but  only  sales  "at  or  near  cost"— a  substantial  subsidy  would 
be  involved.  The  operator  would  have  to  be  paid  a  fee  or  profit  for  manufac- 
turing his  product,  and,  if  he  did  not  obtain  it  from  his  customers  because  of  a 
price  restriction  imposed  by  the  Reconstruction  Finance  Corporation,  he  would 
have  to  be  reimbursed  to  that  extent  by  a  Federal  subsidy. 

6.  A  program  that  required  the  operator  of  Hurricane  Creek  to  sell  alumina 
•*at  or  near  cost"  would  destroy  competitve  private  enterprise.  The  latter — 
unlike  a  government,  which  has  an  apparently  unlimited  access  to  the  taxpayers' 
money — could  not  invest  $39,000,000  in  an  alumina  plant  (the  cost  of  Hurricane 
Creek)  and  sell  the  product  of  the  plant  at  or  below  cost.  It  would  have  to  get 
some  return  on  its  investment. 

7.  It  is  a  wholly  deceptive  picture  of  the  aluminum  industry  to  present  it,  as 
done  in  the  report,  as  one  dependent  upon  a  sumsidized  price  of  alumina.  It 
would  be  much  more  of  an  inducement  to  a  purchaser  to  know  that  bauxite  is 
easily  obtainable,  that  alumina  can  be  manufactured  by  any  number  of  expe- 
rienced operators,  and  that  all  that  is  required  to  go  into  the  alumina  business 
is  an  old-fashioned  willingness  to  risk  capital  in  a  competitive  enterprise.  Judge 
Francis  G.  Caflfey  summarized  the  matter  thus: 

"*  *  *  anyone  possessing  the  four  cardinal  tangible  elements  of  intelli- 
gence, industry,  courage,  and  money  or  credit  is  and  has  been  able.  With  confi- 
dence, to  go  into  the  production  of  virgin  aluminum.  Anyone  in  the  United  States 
outfitted  with  the  four  prerequisites  I  have  mentioned  is  now  free,  and,  since 
the  expiration  of  the  Bradley  patent  in  1909,  has  been  free,  to  produce  virgin 
aluminum.  All  such  a  person  needs,  or  for  30  years  past  has  needed,  in  addition 
are  bauxite  ♦  *  ♦  and  water  power  ♦  ♦  *.  No  one  stands  in  his  way 
or,  so  far  as  has  been  shown,  unless  armed  with  a  patent  has  ever  stood  in  his 
way  of  obtaining  either  bauxite  or  water  power  or  of  his  producing  aluminum 
therefrom.  He  may  encounter  competition  in  buying  bauxite  or  water  power, 
but  such  competition  is  unobjectionable." 

SUBSIDY  NO.    5.  BEDUCED  POWER  EATES  ON  GOVEKNMENT-OWNED  POWEB  TO  OPERATORS 

OF   GOVERNMENT  PLANTS 

Legislation  is  proposed  under  which  the  amortization  schedules  and  presum- 
ably the  interest  rates,  so  far  as  any  interest  is  applicable  to  the  Tennessee  Valley 
Authority  and  the  Bonneville  Power  Administration,  are  to  be  so  reduced  that 
these  agencies  may  enter  into  contracts  for  the  supply  of  i)ower  to  the  new 
aluminum  producers  at  substantially  lower  rates  than  at  present. 

This  subsidy  rests  uiwn  the  proposition  that  the  rates  at  these  Government- 
owned  projects  are  not  competitive  with  the  rates  at  Alcoa's  privately  owned 
power  facilities;  and  that  there  is  something  basically  unfair  in  requiring  an 
aluminum  producer  who  contracts  for  public  power  to  pay  for  power  that  he 
uses  in  periods  of  normal  operation  but  not  in  times  of  depression. 

This  proposed  subsidy  rests  upon  fallacious  assumptions  and  will  defeat  the 
self-liquidating  aspect  of  our  Government-owned  power — 

1.  A  demonstration  that  it  is  more  economical  to  buy  public  power  than  to 
generate  it  privately  is  found  in  the  fact  that  Alcoa  has  elected  to  buy  Gov- 
ernment power.  It  began  the  large-scale  purchase  of  TVA  power  as  early  as 
1936  and  has  been  the  largest  industrial  consumer  on  the  TVA  system  since  at 
least  1940.  When  it  built  its  Pacific  coast  plant  at  Vancouver,  Wash.,  in  1940  it 
chose  to  buy  the  necessary  power  from  the  Bonneville  Authority  in  preference  to 
a  private  development. 

MORE  ECONOMICAL  TO  BUT  GOVERNMENT  POWER  THAN  TO  PRODUCE  FT 

PRrV^ATELY 

Mr.  Anderson.  Might  I  ask  a  question  with  respect  to  your  point 
No.l— 

A  demonstration  that  it  is  more  economical  to  buy  public  power  than  to  gen- 
erate it  privately  is  found  in  the  fact  that  Alcoa  has  elected  to  buy  Government 
power. 


Alcoa  does  both,  doesn't  she,  and  in  cases  where  she  has  power  of 
her  own,  she  has  power  she  has  developed  over  a  period  of  years  and 
takes  out  an  amount  if  not  all  of  the  capital  costs  of  that  power, 
so  in  effect,  today  you  have  a  situation  that  whenever  you  talk  about 
new  power,  it  might  be  right  to  say  that  Government-produced  new 
power  would  be  cheaper  than  privately  produced  new  power,  but  surely 
you  would  say  that  if  you  were  talking  about  old  and  new  power. 
You  wouldn't  say  what  you  have  said  in  that  first  sentence. 

Mr.  Wilson.  Our  first  development  of  power  in  what  is  now  known 
as  the  TVA  district  was  in  1916.  I  don't  recall  what  the  depreciation 
or  amortization  is  on  a  dam.  The  Revenue  Department  of  the  United 
States  permits  us  to  take  a  depreciation  of  1  percent  a  year  on  a  dam. 

Mr.  Anderson.  And  3  percent  on  the  over-all  project. 

Mr.  Wilson.  That  dam  has  now  been  in  use,  let  us  say,  30  years. 
You  say  we  have  written  off  all  of  our  investment.  The  most  we  have 
taken  off  the  dam  is  30  percent.  ^    .i.  4. 

You  are  allowed  no  depreciation  on  the  value  of  the  property  that 
constitutes  the  reservoir,  and  you  gentlemen  know  that  it  takes  thou- 
sands of  acres  of  land  to  make  a  reservoir  for  a  hydroelectric  develop- 
ment ;  and  this  theory,  this  expression,  or  this  thought  that  tor  some 
reason  or  other  we  have  been  able  to  write  off  everything  that  we  have 
spent  good  sound  American  dollars  in  constructing  and  should  now 
be  abll  to  consider  it  as  a  gift  from  the  gods,  is  kind  of  beyond  my 
conception  of  how  business -works. 

Mr.  Anderson.  You  didn't  read  that  into  my  question.  May  1 
refer  the  question  to  a  technical  expert  in  the  field  of  power  who  is 
here  ?     It  is  a  point  in  issue  that  is  important. 

Senator  O'Mahoney.  Mr.  Goldschmidt,  did  you  hear  the  question? 

Mr.  Goldsciimidt.  Yes ;  I  heard  the  question,  but  I  would  like  to 

liive  it  restated 

Mr.  Anderson.  My  question  is  with  respect  to  the  first  sentence 
under  point  1  which  you  have  before  you,  and  I  am  raising  the  question 
whether  Alcoa  is  arguing  in  this  first  sentence  that  by  reason  of  the 
fact  that  she  does  buy  some  power  from  the  Government,  she  has 
proved  that  it  is  more  economical  to  buy  public  power  than  private 
power.  I  raise  the  question  whether  we  do  not  have  a  problem  here 
of  new  versus  old  power. 

Mr.  GoLDSCHMiDT.  To  make  that  point,  it  would  depend  upon  how 
Alcoa  keeps  its  books.  The  way  the  Government  keeps  its  books, 
these  power  developments  in  which  the  Government  makes  invest- 
ment are  paid  out  over  a  period  of  years  with  interest,  and  are  amor- 
tized. I  assume  you  figure  that  the  Alcoa  does  the  same  thing. 
Mr.  Anderson.  I  am  assuming  that. 

Mr.  GoLDSCHMiDT.  I  dou't  know  that  there  is  any  basis  for  that 
kind  of  assumption,  because  there  isn't  anybody  that  tells  them  how 
they  have  to  keep  their  books  on  these  power  plants. 

Mr.  Wilson.  May  I  suggest  that  the  Internal  Revenue  Department 
is  quite  fussy  about  our  books  on  them. 

Mr.  GoLDSCHMiDT.  It  has  been  my  experience  that  the  books  you 
keep  for  the  Internal  Revenue  Bureau  on  this  question  of  depreciation 
are  quite  different  in  the  public-utility  business  from  the  books  that 
are  kept  for  rate-making  purposes,  or  for  any  checks  on  pay-out  of  the 
property.  That  is  one  of  the  difficulties  that  the  private  utilities  find 
themselves  in  from  time  to  time. 
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Whether  you  have  written  off  your  dam  and  your  power  system  for 
tax  purposes  or  not  is  something  that  there  is  some  agency  that  can 
go  into  the  matter  with  you.  But  whether  you  have  written  oflf  from 
the  standpoint  of  profits  assigned  to  your  power  operation  these  proj- 
ects or  not,  I  don't  know,  and  I  don^t  know  that  there  is  anyboay  in 
the  country  that  does  know  except  the  Aluminum  Co.  itseli. 

The  way  we  keep  our  books,  it  would  make  a  great  deal  of  difference 
whether  you  came  and  bought  the  Bonneville  or  Coulee  power,  30, 
50,  or  60  years  from  now  than  when  you  bought  it  today,  because  we 
are  now  on  the  job  of  amortizing  our  power  investment,  as  you,  your- 
self, point  out  by  speaking  of  them  as  self -liquidating  interest -bearing 
investments. 

I  am  afraid  I  have  not  answered  the  question  directly. 

Mr.  Anderson.  You  have  answered  my  point. 

Alcoa's  reason  for  CANCELiNci  tva  power  contract 

Mr.  Troy.  Did  not  Alcoa  cancel  a  lot  of  the  power  with  TVA  re- 
cently? I  read  somewhere  that  Alcoa  had  canceled  a  large  block  of 
TVA  power  just  recently;  is  that  so? 

Mr.  Wilson.  That  is  correct. 

Mr.  Troy.  What  is  the  purpose  of  cancellation?  Do  you  utilize 
your  own  power? 

Mr.  Wilson.  We  thought  that  the  market  for  our  production  would 
not  iustify  our  continuing  to  pay  those  millions  of  dollars  to  TVA. 

Mr.  Trot.  You  would  rather  use  your  own  power  by  comparison? 

Mr.  Wilson.  No,  I  would  not  say  our  own  power  by  comparison. 
We  thought  we  had  no  anticipation  of  a  market  that  would  justify 
continuing  to  purchase  that  power. 

Senator  O'Mahoney.  You  didn't  need  all  the  ix)wer? 

Mr.  Wilson.  That  is  correct. 

Senator  O'Mahoney.  Will  you  proceed,  Mr.  Wilson  ? 

Mr.  Wilson  (continuing)  : 

The  major  fallacy  in  your  statistical  comparisons  is  that  they  make  no 
provision  for  interest  or  amortization  on  ifivestment  in  Alcoa's  private  power 
projects.  We  call  to  your  attention  that  Alcoa  has  to  allow  for  and  provide 
interest  and  amortization  at  rates  much  higher  than  appear  in  Tennessee  Valley 
Authority  and  Btmneville  Power  Administration  calculations  and,  furthermore, 
that  Alcoa's  interest  and  amortization  are  applicable  to  its  entire  cost,  while 
in  the  case  of  Bonneville  Power  Administration  and  Tennessee  Valley  Authority 
a  large  portion  of  their  cost  is  theoretically  allocated  to  flood  control  and  navi- 
gation. 

Mr.  Goldschmidt.  Mr.  Chairman,  I  think  here  I  would  like  to  ask  if 
any  of  the  Alcoa  power  facilities  are  dedicated  to  navigation  or  flood 
control.  I  think  this  word  "theoretically  allocated"  certainly  raises  an 
important  question  of  policy. 

Are  any  of  your  power  facilities  allocated  or  useful  for  other  pur- 
poses than  the  production  of  power? 

Mr.  Wilson.  They  do  accomplish  a  jiortion  of  the  very  thing  that  the 
ownership  of  TVA  Dams  accomplishes  for  TVA. 

Mr.  GcLDSCHMiDT.  Were  they  built  to  provide  for  flood  storage  and 
for  navigation  release? 

Mr.  Wilson.  They  are  to  a  certain  extent,  yes.  They  are  not 
operated  with  that  main  objective  in  mind. 

If  Mr.  Goldschmidt  is  thinking  that  the  word  theoretical  casts  any 
aspersions,  I  want  to  say  that  is  not  the  intention  at  all.  Leave  out 
the  "theoretically,''  if  that  is  what  gives  you  any  pause. 


Mr  (Goldschmidt.  You  wouldn't  want  in  your  Bonneville  power 
bill  to  pay  the  cost  of  navigation  and  flood  out  of  your  aluminum 

''^S:^^s  built  for  navigation;  a>ul.e  D^  was  binlt  . 
for  other  purposes  besides  power,  as  were  iNorfork,  Aik.,  and  these 
Ser  Ld^control  and  navigation  dams,  and  the  costs  are  allocated  to 
the  various  benefits  that  these  multiple-purpose  dams  have.  I  am  suie 
that  vou  would  not  want  to  give  the  impression  that  you  object  to 
hat  Jrocess  of  allocation,  and  that  you  would  want,  on  the  contrary 
to  pay  a  power  cost  that  would  subsidize,  if  you  want  to  use  that 
word,  navifijation  and  flood  control?  ,        ^  x  , 

Mr  Wil'on.  All  I  mean  to  say  here  is  that  these  Government  opera- 
tions get  the  benefit  from  the  fact  that  part  of  the  cost  has  not  been 
taken  in  their  cost  base  on  which  the  power  rates  are  determined. 

Mr.  Goldschmidt.  My  point,  Mr.  Wilson,  is  merely  that  I  do  not 
think  there  is  any  difference  between  us,  but  I  want  the  record  to  be 
clear  that  these  allocations  of  costs  that  are  made  on  these  Government 
projects  are  for  the  purpose  of  preventing  new  and  other  power  con- 
sumers from  paying  more  than  the  cost  of  production  of  the  po^yer,  and 
that  the  projects  a?e  built  primarily  for  flood  control,  for  navigation, 
and  for  irrigation.    For  that  reason  they  are  allocated. 

Now  I  think,  as  you  know,  there  are  dams  that  are  purely  power 
dams  and  I  assume  that  Alcoa's  power  dams  ai;e  that  kind  of  dam. 

You  can  build  a  dam  up  here  that  is  only  good  for  producing  power, 
but  so  far  as  navigation  is  concerned,  it  stops  navigation,  and  as  tar  as 
flood  control  is  concerned,  doesn't  help  flood  control. 

The^e  dams  the  Federal  Government  built  are  built  for  multiple 
purposes ;  in  the  areas  of  the  West  for  irrigation  of  and  land,  and  for 
navigation,  as  well  as  the  control  of  floods.  ,    .     i-..      , 

Senator  O'Mahoney.  Getting  away  from  the  technicalities  here, 
which  I  confess  I  find  a  little  difficult  to  follow,  I  want  to  ask  you, 
Mr.  Wilson,  this  question :  Are  you  telling  the  committee  that  Alcoa 
produces  its  own  power  at  a  higher  cost  than  TVA  produces  power  i« 

Mr  Wilson.  I  reallv  don't  know  how  to  answer  your  question. 
It  is  my  opinion  that  if  we  kept  our  books  the  same  way,  and  if  we 
allocated  or  were  privileged  to  allocate  a  portion  of  our  costs,  I  don  t 

think  that  would  be  true.  .....         .  x-         i: 

Senator  O'Mahoney.  To  my  simple  mmd,  it  is  not  a  question  of 

keeping  books.    It  is  a  question  of  the  price  of  power,  and  you  have 

just  told  us  that  you  chose  to  abandon  the  low-cost  Tennessee  Valley 

power  in  order  to  keep  your  own  power. 
I  am  asking  you,  therefore,  are  you  telling  us  that  your  own  power 

which  you  are  keeping  is  more  expensive  to  you  than  the  power 

which  you  have  given  up  ?  ,    .         .  , 

Mr.  Wilson.  I  wouldn't  know,  but  we  have  no  choice  with  our  own 
power.    We  have  it  and  have  to  keep  it. 

S3nator  O'Mahoney.  If  it  were  more  expensive  than  the  I VA 
power,  don't  you  think  it  would  be  a  good  thing  for  your  stockholders 
if  you  would  use  your  cheap  TVi^  power  rather  than  your  own  ex- 
pensive power  ?  •  1    i!         0 

Mr.  Wilson.  How  are  we  going  to  get  rid  of  ours  ? 

Senator  O'Mahoney.  Dr.  Anderson  says  you  might  sell  it  to  IV  A. 

Mr.  Wilson  (continuing)  : 
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Even  if  interest  and  amortization  were  allowed  Alcoa  merely  at  the  abnor- 
mally low  rates  wJiich  are  used  by  the  Bonneville  Power  Administration  and 
Tennessee  Valley  Authority,  Alcoa's  power  costs  would  be  equal  to  or  even 
more  than  the  standard  power  rate  that  is  open  to  any  new  aluminum  producers. 
Alcoa  does  not  estimate  its  costs  of  aluminum  on  any  assumption  that  its  power 
plant  is  not  subject  to  interest  and  amortization.  Surely  the  contention  that  a 
purchaser  of  public  power  cannot  compete  with  one  vvho  generates  his  own  power 
does  not  represent  informed  opinion.  The  original  theory  of  the  development 
of  the  Tennessee  Valley  Authority  and  Bonneville  Power  Administration  was 
that  private  power  rates  were  too  high  and  needed  a  Government  "yardstick." 

3.  The  comparison  of  public  and  private  rates  has  the  further  fallacy  that  the 
public  rates  for  firm  power  are  compared  with  the  private  rates  for  a  mixture 
of  firm  and  secondary  power.  The  further  error  is  made  of  assuming  that 
Alcoa  pays  nothing  for  the  TVA  iwwer  purchased  under  its  Fontana  agreement 
while,  in'fact,  it  made  a  large  payment  for  this  agreement  in  turning  over  to  the 
Government,  without  charge,  the  bulk  of  the  thousands  of  acres  of  property 
required  for  the  Fontana  Dam  and  Reservoir,  a  vast  amount  of  engineering 
data  in  connection  with  tlie  development  of  the  property,  as  well  as  control  of 
the  regulation  of  Alcoa's  system  of  privately  owned  dams  in  the  Little  Tennsessee 
Valley. 

FONTANA  AGREEMENT 

Mr.  Anderson.  I  don't  want  to  keep  interrupting  the  reading  of  this 
statement,  but  our  previous  studies  indicated  to  us  that  the  Fontana 
agreement  was  not  so  one-sided  as  appears  in  this  statement. 

Now,  I  am  perfectly  willing,  as  we  go  along,  to  submit  for  the  record 
certain  testimony  and  evidence  that  we  have  or  ask  questions  of  this 
kind.  I  would  rather  do  the  former,  because  it  seems  to  me  unfair 
to  the  record  to  have  a  statement  like  this  go  without  a  further  probing 
of  the  Fontana  agreement. 

I  will  grant  you  it  is  somewhat  of  a  side  issue  to  the  main  purpose 
of  the  meeting,  but  I  think  the  record  ought  to  be  very  clear  on  these 
important  matters,  because  this  is  a  permanent  record. 

Senator  O'Mahoney.  We  might  adopt  the  method  in  the  court: 
You  can  save  an  exception. 

Mr.  Anderson.  Very  well. 

Senator  Wherry.  You  will  certainly  admit  that  any  evidence  any- 
one wants  to  submit  contrary  to  this  is  admissible.  He  can  reserve  his 
rights  just  the  same. 

Mr.  Wilson.  I  may  say  in  passing  comment  on  Dr.  Anderson's 
remarks  that  we  don't  claim  the  Fontana  agreement  was  a  one-sided 
agreement.    I  personally  negotiated  and  signed  it  on  behalf  of  Alcoa. 

Mr.  Anderson.  Was  it  a  favorable  agreement  to  both  parties  ? 

Mr.  Wilson.  Having  said  I  negotiated  it,  I  should  hesitate  to  say, 
but  I  think  it  was  a  wonderful  agreement,  a  remarkable  agreement,  not 
because  of  the  benefit  Alcoa  got  from  it  or  the  benefit  TVA  got  from 
it,  but  it  is  the  only  agreement  I  know  of  between  a  private  system  with 
power-generating  facilities  and  a  Government-owned  power-generat- 
ing agency  that  was  mutually  cooperative  and  mutually  complete,  in 
every  respect  a  meeting  of  the  one's  requirements  with  what  the  other 
one  could  contribute  to  those  requirements. 

Mr.  Anderson.  I  would  add  one  more  thing :  And  mutually  profit- 
able.   It  was  a  very  profitable  arrangement  on  both  sides  ? 

Senator  O'Mahoney.  Is  the  answer  "Yes"? 

Mr.  Wilson.  We  felt  so. 

Mr.  GoLDscHMiDT.  I  also  want  to  note  an  exception  merely  to  the 
use  of  the  phrase,  the  "abnormally  low  rates  which  are  used  by  the 
Bonneville  I^ower  Administration  and  TVA." 

I  think  our  rates  of  amortization  and  interest  are  quite  appropriate. 


Senator  O'Mahoney.  You  want  us  to  understand  you  feel  the  Bon- 
neville rates  are  justified?  , 

Mr.  GoLDSCHMiDT.  Ou  a  business  basis. 

Senator  O'Mahoney.  Proceed,  Mr.  Wilson. 

Mr.  Wilson  (continuing) : 

4  The  argument  that  public  power  rates  for  a  new  aluminum  producer  must 
be  lower  because  a  Canadian  competitor  can  get  power  at  Shipshaw  at  a  lower 
cost  Ts  unsound  because  your  statistics  allow  nothing  for  interest  on  the  tre- 
mendous  investment  at  Shipshaw  The  purchaser  of  f^^^overnmen^^^^^ 
AirfhPr  nrotected  bv  a  tariff  wall  between  Canada  and  the  United  Estates  wnicn 
mif  be  ?a?sld  at  wUl  by  Congress.  No  article  of  foreign  manufacture  has  ever 
TcceSfX  captured  the  United   States  market  where  there  was  a  strong 

^T  No%r^vate'enterprise  is  likely  to  hazard  a  large  investment  on  the  gamble 
that  ConS  will  liberalize  the  rate  structure  at  the  public  power  projects  and 
ma'nSrsuch  a  piiLy  indefinitely.  A  rate  structure  that  can  be  lowered  by 
congressional  fiat  can  be  raised  by  the  same  method.  iTnited 

6  There  remains  an  abundance  of  undeveloped  water  power  m  the  Unitea 
Stati  of  thl^ame  general  characteristics  and  qualifications  as  that  owned  or 
controlled  by  Alcoa,  and  what  Alcoa  has  done,  anyone  else  may  do. 

7  Why  not  point  out  that  the  Government-owned  aluminum  smelting  plant  at 
Jones  Mills  is  not  dependent  on  water  power  at  all  but  generates  power  by 

natural  gas  on  a  fully-competitive  basis?  4.„„„f;^„  ^f  th^  <5nr. 

8  There  seems  to*  be  confusion  in  the  report  between  the  function  of  the  Sur- 
Dlus  Property  Administrator  and  general  advocacy  of  the  position  of  Reynolds 
Metals  Co  For  example,  why  the  recommendation  that  TVA  legislation  be 
revised  hi  the  interest  of  a  power  contract  for  Reynolds  Metal  Co.  at  a  privately 
owned  p?antX^  is  not  the  subject  of  disposition  by  the  Surplus  Property 
Board? 

JONES  MILLS  GENERATED  LARGELY  BY  NATURAL  GAS 

Mr  Anderson.  Is  it  not  true  that  something  less  than  the  full  ca- 
pacity of  Jones  Mills  is  generated  by  natural  gas?  I  am  under  the 
impression  that  half  is  natural  gas,  and  the  other  half  electrical  power. 

Mr.  Wilson.  That  is  correct ;  50  percent  of  the  plant  was  powered  by 
natural  gas.  It  was  originally  contemplated  that  that  would  be 
equally  true  for  the  other  50  percent,  but  those  f acilites  were  diverted 

to  other  uses. 
Senator  McClellan.  I  would  like  to  observe  that  it  can  be  supplied, 

because  we  do  have  the  gas. 

Senator  Wherry.  If  natural  gas  can  produce  as  cheaply  as  water 

power — is  that  true  ? 

Mr.  Wilson.  Yes.  .    ^^  i       i      x        t\     u  t 

Senator  Wherry.  We  have  natural  gas  m  Nebraska,  too.  Don  t  for- 
get that  when  you  locate  the  next  one.  , 

Senator  O'Mahoney.  Let's  not  overlook  the  great  supply  in  Wyo- 
ming, Senator.  ,      ,    .  i  ci      i. 

Senator  Wherry.  That  is  one  place  where  the  chairman  and  benator 
Wherry  are  in  absolute  agreement.  We  are  neighbors  and  friends  on 
that ;  yes,  sir. 

Mr.  Wilson  (continuing) : 

9.  The  proposal  to  require  lower  power  rates  on  Government-generated  power 
used  in  the  Government-owned  aluminum  plants  compels  Congress  to  choose  be- 
tween maintaining  the  present  rates  or  abandoning  its  50-year  amortization  policy, 
as  Dr  Paul  R  Raver,  the  Bonneville  Power  Administrator,  recently  testified. 

10  The  argument  that  present  Government  power  policies  are  inflexible  because 
they  require  payment  for  a  fixed  amount  of  power,  even  though  less  energy  is 
needed  at  times  because  of  changes  in  the  demand  for  aluminum,  is  distorted. 
The  normal  way  of  operating  an  aluminum  smelting  plant  is  on  a  365-day,  24- 
hour-a-day  basis  and  power  is  wasted  only  in  times  of  shut-down.    The  same  con- 
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dition  prevails  at  a  privately  owned  power  project,  where  power  is  likewise  wasted 
and  money  lost  in  times  of  shut-down.  The  recommendation  that  Congress  au- 
thorize a  new  type  of  power  contract,  whereby  consumers  pay  for  only  what  they 
use,  is  simply  a  further  form  of  subsidy.  It  is  unneeded  and  places  an  operator 
who  is  subsidized  at  a  great  advantage  over  one  who  operates  a  privately  owned 
water  power  and  bears  his  own  losses  in  times  of  little  or  no  utilization. 

11.  As  a  large,  if  not  the  largest,  purchaser  of  Government-generated  power, 
Alcoa  will,  of  course,  welcome  any  decrease  in  the  rates  to  be  paid  for  such  power 
or  improvement  in  any  of  the  other  contract  terms  and  provisions.  However, 
Alcoa  has  never  sought  and  is  not  now  seeking  rates  or  other  terms  which  are  not 
justified  by  the  actual  facts  and  which  constitute  a  subsidy  because  of  power 
being  supplied  to  it  at  prices  or  under  terms  which  do  not  provide  an  adequate 
return  to  the  investor — in  this  case,  the  taxpayer. 

StJBSIDY    NO.    6.    GOVtENMENT    STOCK-PIONG    OF    ALUMINUM    INGOT    PUttCHASBD    FROM 

OPERATORS   OF  THE  GOVERNMENT  PLANTS 

It  is  proposed  to  create  an  artificial  market  for  the  operators  of  Government- 
owned  smelting  plants  by  stock-piling  aluminum  ingot  ostensibly  for  purposes  of 
national  defense. 

We  do  not  criticize  the  stock-piling  of  aluminum  for  national  defense.  But  if 
this  were  the  purpose  of  the  proposal,  it  would  be  purchased  on  the  open  market 
at  a  competitive  price  and  stock-piled  only  in  the  amounts  deemed  desirable  for 
defense.  Such  a  program  would  be  the  function  of  the  military  authorities  and 
would  have  no  place  in  a  surplus  property  disposal  program. 

The  proposal  to  stock-pile  surplus  aluminum  as  a  means  of  "making  operation  of 
the  Government  plants  attractive  is  unnecessary  pnd  defeats  its  own  ends 

1.  No  less  an  authority  than  Attorney  General  Tom  C.  Clark  advised  the 
Congress  as  late  as  September  11,  194o,  that  a  postwar  market  of  from  2  to  3y2 
billion  pounds  of  aluminum  existed  in  the  automotive  industry  alone  if  low  enough 
prices  can  be  made  and  competition  established  in  the  aluminum  industry. 

2.  In  due  course  the  Government  will  unload  its  stock  pile,  and  private 
industry  will  meet  it  in  competition. 

3.  The  whole  program  of  subsidies  tells  a  prospective  operator  with  emphatic 
finality  that  he  has  no  chance  to  survive  unless  he  cares  to  invest  in  a  series 
of  Government  doles.  The  proposed  subsidies,  which  extend  from  raw  materials 
to  sales  of  the  finished  product,  start  with  the  Government  purchase  of  bauxite, 
follow  with  a  Government  price  on  alumina  pegged  at  or  below  Alcoa's  costs, 
a  contract  for  Government  water  power  which  will  defeat  the  amortization 
program  now  in  effect,  leases  under  the  terms  of  which  the  Government  incurs 
all  the  ri.sk  of  loss,  with  options  to  purchase  the  plants  on  a  basis  which  gives 
the  lowest  purchase  price  to  the  poorest  and  most  extravagant  operator,  and 
end  with  a  market  built  around  a  Government  stock  pile. 

4.  The  program  devils  the  prospective  ojierator  with  governmental  regulation 
and  interference  in  his  business  at  every  step  of  the  way.  It  is  wholly  unneces- 
sary. Aluminimi  markets  can  be  created  in  the  future,  as  in  the  past,  by  low 
costs  of  operation  and  intelligent  research  and  sales  effort. 

Senator  Q-Mahoney.  My  thought,  Mr.  Wilson,  is  that  this  argu- 
ment which  you  have  now  advanced  under  the  heading  "Subsidy  No.  6" 
is  based  upon  a  premise  that  doesn't  seem  to  be  justified  by  the  language 
of  the  report  of  the  Surplus  Property  Board. 

On  page  45,  a  reference  which  I  find  on  stock  piles,  reads  as  follows : 

The  Army  and  Navy  Munitions  Board  has  recommended  to  Congress  a 
stock  pile  of  primary  aluminum  and  bauxite  for  national  defense  and  Govern- 
ment policy  can  also  be  shaped  if  necessary  to  enable  new  producers,  along  with 
the  established  old  producers,  to  contribute  to  that  stock  piling. 

That  seems  to  be  a  proposal  to  deal  equally  with  old  and  new.  That 
is  paragraph  7  on  page  45. 

Mr.  Wilson.  On  page  3  of  the  report,  the  last  sentence  of  th€  para- 
graph numbered  18  carries  that  a  little  further,  I  think : 

Furthermore,  the  Army  and  Navy  Munitions  Board  has  recommended  a  stock 
pile  of  primary  aluminum  and  bauxite  for  national  defense,  and  a  portion  of  that 
stock  pile  can  be  provided  by  new  producers,  thus  giving  them  an  additional 
cushion  for  production. 


Senator  O'Mahoney.  That,  I  take  it,  is  merely  a  statement  they 
wouldn't  buy  at  all  from  Alcoa  but  might  buy  some  from  the  new 

producers. 
Mr.  Wilson.  On  page  40,  it  reads : 

The  Army  and  Navy  Munitions  Board  has  recommended  to  Congress  the 
establishment  of  a  large  stock  pile  of  aluminum  and  bauxite.  New  producers 
would  also  be  helped  if  they  contributed  to  the  stock  pile. 

Senator  O'Mahoney.  That  isn't  any  exclusive  proposition. 

Mr.  Wilson.  No. 

Senator  O'Mahoney.  I  think  the  three  sentences  which  vou  have 
quoted,  one  of  which  1  quoted,  are  all  based  upon  a  purchase  from  both 
old  and  new.  There  is  no  statement  here  anywhere  which  gives  rise 
it  seems  to  me,  to  any  justifiable  inferenc  that  thre  is  a  proposal  to  buy 
for  stockpile  purposes  only  rom  new  producers  to  the  exclusion  of  the 
old. 

Mr.  Wilson.  That  may  be.  .      ,        ,  ^  ^x,-     ^x. 

It  is  rather  interesting  to  me,  after  having  heard  some  of  this  other 
testimony  before  your  committees,  that  some  of  the  prospective  lessees 
seem  to  feel  that  the  program  contemplated  by  the  Board  was  such 
that  they  were  to  provide  the  stock  pile  by  Government  purchases. 

Senator  O'Mahoney.  Of  course  no  proposal  has  been  accepted,  and 
while  I  think  an  applicant  may  be  pardoned  for  asking  the  best  terms 
he  thinks  he  can  get,  certainly  I  don't  believe  the  Surplus  Property 
Board  must  be  judged  upon  the  basis  of  what  an  applicant  seeks  to 

obtain.  ,    ,  -mT    ox       ' 

Senator  Wherry.  Mr.  Chairman,  wasn't  the  answer  Mr.  Straus  gave 
on  the  recommendations  made  by  the  Surplus  Property  Administratqr, 
that  he  lost  interest  in  leasing  one  of  these  plants  for  two  reasons ;  one 
being  the  Government  subsidy,  and  the  other  that  he  was  afraid  of 
that  Government  stock  pile?    Wasn't  that  his  answer? 

Senator  O'Mahoney.  He  said  nothing  about  subsidy. 

Senator  Wherry.  He  said  he  thought  they  would  be  sold  on  a  basis 
where  the  Government  would  not  require  a  subsidy,  and  that  the 
Government  would  not  stock  pile  aluminum.  I  understood  him  to  say 
he  was  afraid  the  Government  would  dump  that  on  the  market. 

Senator  O'Mahoney.  Does  the  Senator  from  Nebraska  wish  to  take 
the  position  that  Congress  should  not  follow  the  recommendation  of 
the  Army-Navy  Board  and  stock  pile  aluminum  unless  it  can  buy  it  all 

from  Alcoa  ?  .  i  i.i 

Senator  Wherry.  You  are  not  interpreting  my  remarks  correctly. 

Senator  O'Mahoney.  I  know  I  am  not;  I  am  just  putting  the  re- 
verse English  on  it.  .  .  i  •  i    j 

Senator  Wherry.  But  you  are  putting  it  on  m  a  way  which  does 
not  interpret  what  I  intended  to  say.  I  am  not  contending  about  what 
the  Army-Navy  program  is.  I  am  talking  about  this  portion  that  the 
Government  is  going  to  buy  to  help  cushion  these  new  producers. 

Senator  0'M.\honey.  There  is  no  statement  there  that  the  Govern- 
ment is  going  to  buy.  . 

Senator  Wherry.  That  is  your  interpretation,  but  I  am  stating  to 
you  what  the  witness  Straus  stated,  that  he  lost  interest  m  leasing 
one  of  these  Government  plants,  not  only  because  of  the  processes  that 
he  felt  he  couldn't  produce  the  low  grade  unless  he  got  the  know-how, 
but  secondly,  that  when  he  found  out  about  the  subsidy  program,  he 
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said  they  should  be  disposed  of  without  the  payment  of  a  subsidy, 
and  without  the  Government  dumping  aluminum  on  the  market. 

Senator  O'Mahoxey.  But  the  issue  here,  Senator  Wherry,  is  not 
what  you  or  I  think  or  recollect  that  Mr.  Straus  said.  The  issue  here 
is  what  has  the  Surplus  Property  Board  recommended  and  we  don't 
have  to  guess  at  that.    We  can  read  it.    Here  it  is : 

The  Army  and  Navy  Munitions  Board  has  recommended  to  Congress — 

and  that  is  just  a  statement  of  fact  of  a  recommendation — 
the  establishment  of  a  large  stock  pile  of  aluminum  and  bauxite. 

Then  the  Board  goes  on  and  says : 

New  producers  would  also  be  helped  if  they  contributed  to  that  stock  pile. 

Now,  what  is  wrong  about  that  statement  of  plain  fact  ?  Of  course, 
you  don't  want  to  exclude  new  producers  from  contributing  do  you? 

Senator  Wherry.  Not  at  all,  but  I  am  still  bringing  to  the  attention 
of  the  chairman  that  it  was  my  understanding  from  his  answer  that 
he  became  apprehensive  about  what  would  be  done  with  this  stock 
pile,  or  that  portion,  I  mean,  that  was  to  be  produced  to  cushion  these 
new  producers. 

Senator  O'Mahoney.  That  wasn't  my  understanding  but  it  is  un- 
important.   If  there  is  a  defense  stock  pile,  it  is  a  defense  stock  pile. 

Senator  Wherry.  I  am  not  questioning  that  at  all,  but  certainly  the 
part  of  the  aluminum  they  are  going  to  buy  from  these  new  stock- 
holders, the  witness  interpreted  might  be  thrown  on  the  market.  Now, 
I  don't  know  whether  he  got  it  all  out  of  the  recommendations.  I 
asked  him  if  he  agreed  to  these  recommendations,  and  he  said  not  in 
their  entirety. 

I  asked,  "With  what  don't  you  agree?" 

Then  he  made  that  statement. 

Mr.  BoRCHARDT.  What  the  witness  I  believe  referred  to  was  not  the 
stock  pile  to  be  accumulated  in  the  future,  but  the  stock  pile  of  present 
aluminum  scrap  which  he  is  afraid  of — hanging  over  the  market. 

Senator  Wherry.  I  am  wondering  in  the  disposal  of  the  plants 
if  stock  piling,  by  providing  that  cushion,  may  in  any  way  cause  an- 
other party  that  might  be  interested  to  lose  interest,  and  I  thought  the 
witnesses's  testimony  ran  to  that. 

Mr.  BoRCHARDT.  He  referred  to  the  secondary  aluminum  which  now 
is  in  existence. 

Mr.  Wilson  (continuing)  :  . 

Alcoa's  offeb  to  lease  ob  plt{chase  the  govebnment  flants  proves  the  lack  or 

nece:s8ity  for  sttksidies 

The  best  proof  that  subsidies  are  not  needed  to  dispose  of  the  Government 
aluminum  plants  is  the  fact  that  Alcoa  was  willing  to  buy  or  lease  the  Hurricane 
Creek  alumina  plant  and  one  or  more  of  four  of  the  Government-owned  aluminum 
smelting  plants.  We  asked  for  no  guaranties  against  loss;  we  sought  no  sub- 
sidies. We  could  not  have  been  willing  to  spend  our  own  money  on  such  a 
program  unless  we  were  confident  that  we  could  develop  new  markets  sufficient 
to  absorb  the  output  of  these  plants  and  that  the  properties  were  fully  competi- 
tive with  respect  to  location,  size,  and  equipment.  Otherwise,  we  would  have 
preferred  to  build  our  own  new  plants. 

We  asked  no  subsidies  as  a  purchaser.  We  were  willing  to  pay  cash  for  any 
of  these  plants  that  would  be  sold  to  us.  We  expected  that  the  output  of  any 
plants  so  purchased  would  have  to  compete  for  markets  in  competition  with  the 
purchasers  or  lessees  of  the  remaining  plants,  with  Reynolds  Metals  Co.  and 
Olin  Corp.,  with  Aluminum,  Ltd.,  and  other  foreign  producers,  and  with  the 
output  of  our  existing  facilities.    In  short,  we  were  in  no  different  position  than 


the  prospective  operators  with  whom  you  are  negotiating,  save  only  that  we 
had  confidence  in  the  future  of  the  aluminum  industry,  in  our  own  ability  to 
onerate  efficiently  and  sell  the  production,  and  had  no  desire  to  hold  up  the 
Government  for  subsidies  as  the  price  of  selling  a  plant.  What  we  expressed  a 
willingness  to  do,  others  ought  to  be  able  to  do.  Of  course,  they  will  hold  out 
for  the  entire  six-point  subsidy  program  if  they  think  the  Government  can  be 

"^ Paren^th^eticaUyf  we  note  the  Board's  announced  policy  that:  "Prospective 
competitors  of  Alcoa  will  have  first  choice  of  plants  and  equipment." 

We  submit  that  this  is  a  poor  reward  for  having  designed  and  built  these  modern 
and  eflicieut  plants  for  the  Government,  without  fee  of  one  cent  of  profit  to  Alcoa, 
and  then  successfully  operating  them  under  leases  which  returned  millions  of 
dollars  to  the  Government.  This  continues  the  same  discriminatory  practice 
that  prevailed  in  the  wartime  leasing  by  the  Reconstruction  Finance  Corporation 
of  35  aluminum  fabricating  plants,  9  aluminum  reduction  plants,  and  2  Bayer 
process  alumina  plants.  All  lessees  or  operators,  except  Alcoa,  were  given 
options  to  purchase  or  rights  of  first  refusal  to  purchase  at  the  best  price  offered 
by  another  buyer. 

CIRCUMSTANCES   UNDER   WHICH   ALCOA   FACILITIES    MIGHT   BE   COMPETING 

AGAINST  EACH  OTHER 

Mr.  Berge.  May  I  ask  what  you  mean  ?  If  Alcoa  were  to  purchase 
these  plants  they  would  have  to  compete  with  the  output  of  your  own 
existing  facilities.  Do  you  mean  that  the  Government  plants  would 
compete  with  your  own  existing  plants? 

Mr.  WiisoN.  I  mean  from  an  economic  point  of  view,  Mr.  Berge, 
that  production  from  any  plant  so  purchased  would  be  competing  with 
our  own  from  an  economic  point  of  view. 

Mr.  Berge.  Would  you  have  put  them  under  different  management? 

Mr.  Wilson.  No,  no. 

Mr.  Berge.  As  the  property  of  Aluminium  and  your  own  are  sep- 

arated  ^ 
Mr.  Wilson.  I  have  no  thought  of  putting  them  in  any  different 

management  from  our  own  plants,  no. 

Senator  O'Mahoney.  Are  you  in  a  position  of  competing  with  your- 
self? 

Mr.  Wilson.  Well,  for  any  producer  having  two  facilities  produc- 
ing the  same  product  from  an  economic  point  of  view  one  is  competing 
against  the  other.  Whether  one  such  facility  can  be  maintained  in 
operation  or  not,  would  depend  upon  the  economy  of  the  production 
of  those  two  units,  whether  it  was  in  his  own  system  or  not. 

Senator  O'Mahoney.  What  you  are  saying,  then,  is  that  Alcoa  may 
own  several  units,  one  of  which  can  produce  more  economically  than 
another,  but  that  does  not  necessarily  mean  that  those  benefits  would 
be  passed  on  by  the  low-cost  Alcoa  unit  as  against  the  high-cost  Alcoa 

unit,  or  does  it? 

Mr.  Wilson.  No  ;  it  does  not. 

Senator  O'Mahoney.  May  I  suggest  that  a  reading  of  this  sentence, 
when  we  bear  in  mind  that  the  Reynolds  Metal  Co.  has  made  an  offer 
to  the  Surplus  Property  Board  which  has  not  been  accepted,  seems  to 
assume  that  Alcoa  could  purchase  or  acquire  some  of  these  Govern- 
ment plants  that  Reynolds  Metal  and  Olin  could  also  acquire,  and  yet 
there  is  nothing  before  the  committee  as  yet  to  indicate  that  any  terms 
or  conditions  have  been  suggested  which  either  Reynolds  or  Olin  would 
accept.  Therefore  it  would  appear  that  according  to  your  statement 
here  there  would  be  no  possible  competition  except  this  technical  in- 
tracompany  competition  by  way  of  economies  which  are  not  passed  on 
to  the  public. 
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Mr.  Wilson.  Aren't  you  overlooking,  Mr.  Chairman,  the  fact  that 
Reynolds  Metals  Co.  has  two  large  plants  of  their  own  that  are  com- 
peting in  the  market  today,  and  that  the  Olin  Corp.  is  operatmg  a 
plant  which  is  competing  in  the  market  today?    That  is  all  we  mean 

by  this  reference.  .  ,     , 

Senator  O'Mahoney.  Of  course,  compared  with  the  total  output, 

their  product  is  comparatively  small,  is  it  not? 

Mr.  Wilson.  Oh,  no.  Reynolds  Metals  Co.  is  producing  160,000,000 
pounds  a  vear,  isn't  it,  Mr.  Caskie? 

Mr.  Caskie.  160,000,000  pounds. 

Senator  O'Maiioney.  How  much  of  that  has  been  going  to  the 
Government? 

Mr.  Wilson.  I  don't  want  to  ask  Mr.  Caskie  to  testify. 

Would  you  mind  ? 

Mr.  Caskie.  I  don't  think  any  of  it  is  going  to  the  (jovernment 

today.  .  TT        u     1. 

Senator  O'Mahoney.  That  is  a  commercial  production.    How  about 

Alcoa  production  ? 

Mr.  Wilson.  A  minor  portion  of  it  is  going  to  the  Government,  but 

very  small. 

Senator  O'Mahoney.  What  is  the  total? 

Mr.  Wilson.  Our  production  today  is  at  the  rate  of  about  550,000,- 
000  pounds  a  year,  with  unfortunately  nearly  a  half,  nearly  a  third  to 
a  half  of  that  today  going  into  Alcoa's  stock  'piles,  not  the  Government 

stock  Diles. 

Senator  O'Mahoney.  That  is  about  5  to  1  as  compared  with  Rey- 
nolds. - 

Mr.  Caskie.  We  are  operating  at  a  capacity  of  100,000,000  pounds 

a  year  today. 

Mr.  BoRCHARDT.  May  I  ask  you  this,  Mr.  Wilson? 

Did  you  submit  a  suggestion  to  the  Surplus  Property  Administrator 
which  would  suggest  the  operation  of  your  plant  and  the  now  Govern- 
ment-owned plants  on  an  over-all  operating  capacity  ?  Was  that  kind 
of  proposal  contained  in  the  letter  ? 

Mr.  Wilson.  We  didn't  suggest  that.  The  Surplus  Property 
Board's  representatives  suggested  that  to  us. 

Mr.  BoRCHARDT.  I  was  just  going  to  suggest  that  such  a  thing  might 
be  an  agreement  in  restraint  of  trade,  because  you  would  try  to  elimi- 
nate competition  among  yourselves  between  the  Government  plants 
And  privately  owned  plants. 

Mr.  Wilson.  We  would  refer  that  Mr.  Berge. 

Mr.  O'Mahoney.  May  I  ask  another  question  in  this  connection, 
referring  to  this  particular  paragraph  concerning  your  offer? 

We  asked  no  subsidies  as  a  purchaser.  We  were  willing  to  pay  cash  for  any 
of  these  plants  that  would  be  sold  to  us. 

Do  you  care  to  make  any  comment  on  that  statement  in  connection 
with  the  decision  of  the  circuit  court  ? 

Mr.  Wilson.  Yes ;  I  would  like  to  make  this  first  and,  to  me,  very 
essential  comment  on  that. 

ANY  PURCHASE  OF  PLANTS  BY  ALCOA  SUBJECT  TO  APPROVAL  OF  COURT 

Any  purchase  of  these  plants  is  premised  100  percent  on  the  pro- 
gram that  is  involved  in  connection  with  any  such  purchase  being 
approved  by  the  district  court  that  has  jurisdiction  in  our  antitrust 
^ase. 


Mr.  Hickman.  We  discussed  that  very  question  a  little  later  in  this 
statement. 

Senator  O'Mahoney.  Very  well.  -r        ,  j 

Senator  McClellan.  May  I  ask  a  question.    In  other  words,  you 
are  not  interested  in  acquiring  any  of  these  plants,  if  by  acquiring 
that  interest  you  would  further  cause  the  court  to  hold  you  are  a 
monopoly  and  force  dissolution? 
Mr.  Wilson.  That  is  right.  .  .i  •      ^i    ^ 

Senator  McClellan.  You  are  not  wanting  to  acquire  anything  that 
would  bring  you  within  further  condemnation  of  the  court  as  a 
monopoly  ? 
Mr.  Wilson.  That  is  correct.  .    ,    i.      i         i 

Mr.  Anderson.  May  I  ask,  putting  this  thing  a  little  further  along, 
if  you  did  obtain  Hurricafie  Creek,  wouldn't  it  in  your  judgment  fur- 
ther strengthen  the  position  taken  in  the  decision  of  the  court  to  the 
effect  that  you  did  have,  at  the  time  of  the  decision,  a  very  substantial 
monopoly  in  ingots,  and  that  by  acquiring  this  new  lacility,  even 
though  you  now  have  a  more  vigorous  competitor  in  the  field,  you 
would  be  in  jeopardy  in  the  court? 

Mr.  Wilson.  I  prefer  to  let  counsel  speak  on  that  a  little  more,  i  ou 
are  getting  a  little  beyond  my  depth.  Doctor. 

ALCOA's  POSITION  WITH  RESPECT  TO  FEDERAL  CIRCUIT  COURT  DECISION  STATED 

Mr.  Hickman.  We  thought  we  could  safely  make  the  offer.  That 
was  thoroughly  investigated  by  the  district  court  and  the  company 
fully  cleared.  However,  any  proposal  that  involved  Hurricane  Creek 
would  probably  involve  smelting  plants  as  well,  any  anything  that 
involved  smelting  plants  we  w^ould  submit  to  the  district  court  and  be 
guided  by  their  judgment,  or  the  circuit  court  if  we  appeal  to  that 

Mr.  Anderson.  I  think  it  is  a  case  in  point  to  ask  the  Attorney  Gen- 
eral's  reDresentative. 

He  made  a  report  on  this,  and  I  take  it  it  is  a  very  important  factor 
in  any  decision  reached  by  the  Surplus  Property  Board.  . 

Mr.  Berge.  As  I  understand  what  Mr.  Hickman  just  said,  it  is  that 
he  believes  that  under  the  circuit  court's  opinion  you  could  offer  to  buy 
Government  alumina  plants  as  distinguished  from  mgot-producing 
plants  because  you  were  not  found  to  be  m  monopolization  of  the 
alumina  manufacturing  business. 

Is  that  it  ? 

Mr.  Hickman.  That  is  right.  ,        •         i         • 

Mr.  Berge.  My  offhand  view  on  that  would  we  that  since  the  prin- 
cipal use  of  alumina  to  make  ingots  and  that  the  carrying  out  of  the 
program  that  the  court's  opinion  contemplates  to  create  competition  in 
ingot  manufacturing  would  hardly  be  promoted  by  making  independ- 
ent producers  of  aluminum  ingots  further  dependent  on  Alcoa  for  their 
source  of  supply  of  alumina. 

Speaking  offhand,  it  seems  to  me  that  there  is  no  practical  oppor- 
tunity to  create  independent  competition  in  the  production  of  ingots 
if  the  producers  of  ingots  are  going  to  have  to  be  dependent  on  Alcoa 

for  their  alumina.  * 

Mr.  Hickman.  One  thing  that  reassured  us  in  feeling  that  we  could 
put  in  a  bid  on  an  alumina  plant  was  the  fact  that  the  district  court  and 
later  the  circuit  court  went  into  this  whole  situation  of  alumina  and 


204 


ALUMINUM  PLANT  DISPOSAL 


ALUMINUM  PLANT  DISPOSAL 


205 


aluminum.  While  it  was  true  that  Alcoa  manufactured  nearly  all  the 
alumina,  as  well  as  the  aluminum  produced  in  this  coimtry,  the  courts 
distinguished  those  situations,  and  they  said,  "The  reason  you  manu- 
facture all  of  the  alumina  is  that  you  have  got  the  only  large  com- 
mercial need  for  it  in  manufacturmg  aluminum."  They  found  the 
chemical  companies  were  willing  to  manufacture  alumina  if  they  could 
find  a  market  for  it.  There  was  no  secret  about  the  process  because 
the  patent  expired  some  30  years  ago,  and  the  court  said,  "There  is 
nothing  preventing  anyone  from  building  an  alumina  plant  that  wants 

one." 

At  the  time  of  the  trial,  Alcoa  manufactured  over  90  percent  of  the 
alumina  manufactured  in  the  country,  and  sold  nearly  all  of  it  to  itself 
for  aluminum  manufacture.  We  felt  the  court  had  found  there  was 
no  bottleneck  in  that  situation.  However,*  I  think  practically  any- 
thing that  was  ever  worked  out  in  aliunina  would  involve  aluminum 
as  well  and  we  would  be  in  the  district  court  to  see  whether  they  would 
approve  the  program. 

INVESTMENT    REQUIRED    TO    ESTABLISH     COMPETLTIGN     IN     BIG     NATIONAL 
INDUSTRIES  so  GREAT  THAT  PRIVATE  CAPITAL  HESITATES  TO  TAKE  RISK 

Senator  O'Mahoney.  That  brings  us  to  this  point.  Your  conten- 
tion, then,  is  that  even  if  Alcoa  should  acquire  this  Government 
alumina-making  plant,  it  would  add  to  its  alumina -making  facilities 
which  in  1940  were  90  percent  of  the  total  facilities  of  the  United  States, 
and,  nevertheless,  it  would  be  possible  for  any  competitor  who  had  the 
money  and  was  willing  to  take  the  risk  to  establish  some  additional 
alumina  facilities. 

Mr.  Hickman.  Keynolds  had  no  trouble  building  one  when  they 
wanted  it,  and  that  was  the  view  the  court  took. 

Senator  O'Mahoney.  That  wasn't  the  impression  I  had  at  the  time 
that  Reynolds  was  seeking  to  build  that  plant. 

Mr.  Berge.  Isn't  it  true  that  in  the  interest  that  any  individuals  may 
have  in  acquiring  any  of  these  plants,  they  generally  condition  their 
interests  in  an  aluminum  plant  upon  also  being  able  to  get  an  alumina 
plant  ? 

Mr.  Hickman.  I  should  think  they  would  be  interested  in  the  terms 
on  which  we  might  buy  the  alumina  plant,  and  our  letter  of  July  24 
indicated  a  large  measure  of  Government  control  in  how  that  plant 
would  be  operated. 

Senator  O'Mahoney.  Here  we  are  confronted  with  a  practical 
illustration  as  illustrated  by  the  testimony  of  the  American  Smelting 
&  Refining  Co. 

The  investment  which  is  required  to  establish  competition  in  any 
of  these  great  national  industries,  not  aluminum  alone  but  steel,  rub- 
ber, or  oil,  is  so  great  that  private  capital  hesitates  to  take  the  risk. 
-  I  think  that  Congress  can  very  well  alter  our  tax  laws  so  as  to 
create  an  incentive,  if  I  may  use  the  word,  to  induce  private  capital 
to  enter  the  investment  field.  Until  that  is  done,  we  have  to  meet  the 
situation  as  it  is,  and  our  problem  here,  and  the  problem  of  the  Surplus 
Property  Board  is  what  to  do  with  these  plants.  Shall  we  sell  them 
or  lease  them  to  Alcoa  and  thereby  increase  the  dominant  position  of 
that  company  in  the  industry,  or  shall  we,  in  the  interest  of  all  of  the 
people  of  the  United  States,  endeavor  to  find  a  formula  by  which  it 
may  be  possible  to  lease  or  sell  these  plants  to  competitive  units  ? 


It  would  seem  to  me,  if  I  may  frankly  say  so  to  you  gentlemen 
representing  the  Aluminum  Co.  of  America,  that  with  such  a  tremen- 
dous hold  upon  the  industry  you  should  not  be  so  seriou^y  alarmed 
lest  there  be  a  competitive  enterprise  estabhshed  here.  You  should 
not  be  so  seriously  alarmed  that  representatives  of  the  Government 
are  seeking  ways  and  means  of  establishing  a  competitive  industry. 

Now,  I  quite  agree  with  you.  I  don't  want  to  see  the  Government 
go  into  competition  with  Alcoa. 

Senator  Wherry.  Swell.  . 

Senator  O'Mahoney.  I  want  to  see  a  free  enterprise  economy  estab- 
lished, but  I  cannot  for  the  life  of  me  see  how  it  can  be  established, 
due  to  all  of  our  experience,  if  we  permit  only  huge  enterprises  which 
have  been  called,  rightfully  or  wrongfully,  partially  or  wholly  mo- 
nopolistic to  continue  to  get  a  greater  and  greater  hold  on  all  ot  our 
productive  facilities. 

There  is  the  question  that  bothers  me,  and  personally,  may  1  say 
I  think  myself  that  a  great  company  like  yours,  a  great  unit  like 
Alcoa  would  not  suffer  in  the  last  analysis,  but  would  beneht  trom 
the  establishment  of  competition.  .    t»       j  x    ii   j 

If  you  can  help  us  and  help  the  Surplus  Property  Board  to  hnd  a 
way  to  bring  competition  into  this  field,  I  think  you  will  benefit  from 
it,  and  the  whole  public  will  benefit. 

ALCOA  NOT  alarmed  "ONE  SLIGHTEST  BPT"  OVER  COMPETITION  IN  INDUSTRY; 

IT  IS  NEEDED  IF  IT  IS  SOUND 

Mr.  Wilson.  We  are  not  alarmed  one  slightest  bit,  Mr.  Chairman, 
about  the  thought  of  competition  in  this  industry.  We  agree  with  you 
and  will  welcome  competition  in  this  industry,  and  we  hope  that  the 
outcome  of  all  of  this  will  be  a  sound,  thorough  competitive  situation, 
as  you  yourself  say,  and  we  will  "amen"  it  for  a  long  time.  It  would 
be  the  greatest  thing  we  could  have  happen,  but  we  do  not  want  it 

on  a  false  basis.  ^  .       ,  . 

Senator  O'Mahoney.  Then,  instead  of  making  an  argument  to  us 
as  to  why  it  would  be  better  to  sell  or  lease  these  plants  to  Alcoa,  why 
don't  you  take  thought  and  give  us  a  suggestion  of  how  the  Surplus 
Property  Board  can  dispose  of  some  of  these  plants  at  least  to  some 
of  your  competitors,  and  by  doing  that  you  will  establish  a  great 

precedence  ? 

Mr.  Wilson.  That  is  our  ^eatest  objective  in  this,  to  point  out  to 
you  what  we  feel  are  the  fallacies  in  this  report.  We  think  the  greatest 
selling  talk  that  you  can  have  to  sell  these  plants  is  if  we  point  out  to 
you  how  valuable  they  are,  and  how  low  cost  they  are,  and  offer  to 
back  it  up  and  say  we  believe  what  we  are  saying  because  we  will 
buy  them  ourselves  if  you  cannot  get  anybody  else.  We  don't  say 
you  must  sell  them  to  us. 

SENATOR  o'mAHONEY  QUESTIONS  WITNESS'  INTERPRETATIONS  OF  SYMINGTON 

AND  MOMENT  REPORTS 

Senator  O'Mahoney.  But,  Mr.  Wilson,  we  started  out  this  morning 
with  an  acknowledgment,  when  you  read  the  first  page  of  your  letter, 
that  in  the  light  of  the  testimony  here  you  would  modify  it.  This 
whole  presentation,  to  which  we  have  given  the  whole  day,  was  based 
upon  your  interpretation  of  a  report.    I  am  willing  to  acknowledge 
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your  good  faith  in  making  that  interpretation,  but  I  admit  to  you 
that  the  testimony  which  has  been  given  here  over  the  past  2  days  and 
today  by  Mr.  Symington  and  Mr.  Moment  indicates  clearly  that  many 
of  the  basic  assumptions  upon  which  your  argument  has  been  made  are 
not  correct,  that  they  don't  represent  the  thinking  of  Mr.  Symington 
or  the  Surplus  Property  Administration. 

Mr.  Wilson.  They  may  not  represent  the  thinking,  but  they  were 
the  written  words  in  their  report. 

Senator  O'Mahoney.  That  was  your  interpretation  of  the  meaning. 
So,  as  I  say,  let's  now  get  down  to  brass  tacks,  and  on  the  basis  not  of 
the  report  but  of  the  testimony  take  thought  and  give  us  a  memo- 
randum after  you  have  gone  home. 

Mr.  Wilson.  I  will  be  glad  to  try  to  do  so. 

Senator  W^herry.  May  I  ask  the  distinguished  chairman  this  ques- 
tion, because  the  report  will  probably  be  written,  unless  there  is  an 
extension  of  time,  before  some  of  us  will  have  a  chance  to  see  it. 

If  we  cannot  sell  these  plants  as  is  provided  by  the  act  to  competi- 
tors, and  Alcoa  is  not  permitted  because  of  a  court  decision  to  buy  or 
lease  them,  then  is  it  the  feeling  of  the  chairman  that  in  order  to 
get  this  competition  you  are  talking  about  the  Government  has  to  go 
in  and  ojDerate  them  or  sell  them  or  lease  them  to  some  institution 
and  give  them  a  subsidy  to  operate  ? 

It  seems  to  me  we  are  right  smack  up  against  it  one  way  or  the 
other. 

Senator  O'Maiioney.  I  don't  believe  in  Government  operation. 

Senator  Wherry.  How  else  are  you  going  to  do  it  ? 

committee's    OBJEeTI\T:    STATED   TO    BE    TO    FIND    WAYS    TO    MAKE    PLANTS 

AVAIL.\BLE  TO  ALCOA 'S  COMPETITORS 

Senator  O'Maiioney.  I  am  now  seeking  to  find  out  and  this  com- 
mittee is  seeking  to  find  out  if  there  are  not  ways  and  means  by  which 
these  plants  may  be  made  available  to  competitors  of  Alcoa. 

I  am  not  willing  at  this  stage  in  the  proceeding  to  say,  and  certainly 
I  am  not  willing  upon  the  basis  of  the  presentation  contained  in  this 
brief,  that  such  a  formula  cannot  be  presented. 

Senator  Wherry.  You  think  we  still  have  a  chance  to  sell  them  to 
individuals  on  the  old  enterprise  system  where  it  will  not  involve  a 
subsidy,  stock  piling  or  purchases  from  the  producer  through  some 
lease  system,  which  I  call  an  indirect  subsidy? 

Mr.  Berge.  Since  we  are  all  seeking  light,  and  Mr.  Wilson  and  his 
associates  are  technically  extremely  well  qualified  on  the  problems  of 
this  industry,  Mr.  Chairman,  and  he  has  stated  that  he  would  welcome 
competition,  I  think  we  ought  to  urge  that  he  give  us  some  construc- 
tive suggestions  as  to  how  independent  competition  can  be  created  in 
the  industry,  short  of  the  ultimate  relief  that  the  court  would  give.  I 
think  we  are  all  interested  in  that. 

dissolution  and  REOROUPING  of  PRESENT  ALCOA's  PROPERTIES  SUCxKlESTED 

AS  POSSIBLE  REMEDY 

Senator  O'Maiioney.  You  are  speaking,  no  doubt,  having  in  mind 
the  recommendation  of  the  Attorney  General,  that  we  should  proceed 
to  the  dissolution  of  Alcoa,  and  that  that  would  be  the  most  direct 
way  to  establish  competition  in  the  industry  ? 

Mr.  Berge.  I  think  it  can  be  done  that  way,  but  as  I  hope  I  stressed 


yesterday,  we  are  willing  to  see  it  accomplished  short  of  that  if  it  can 
be  done.  Therefore,  I  think  it  would  be  very  helpful  if  before  this 
proceeding  is  finished  the  Alcoa  representatives,  who  say  they  would 
welcome  competition,  would  make  specific  suggestions  as  to  how  that 

can  be  brought  about.  j.    i    ^    j    -i. 

In  the  final  analysis,  if  the  Surplus  Disposal  program  fails  to  do  it, 
it  can  be  done  through  the  court  by  a  regrouping  of  the  present 

Alcoa  properties.  ^  ,  •  i    i       x    u 

Mr.  Anderson.  Isn't  it  true  if  that  is  the  recourse  which  has  to  be 
resorted  to,  namely,  dissolution,  that  Government  plants  are  probably 
going  to  remain  idle  for  quite  some  time,  employment  will  not  be  re- 
established in  those  plants,  and  the  industry  will  be  in  a  hazardous 
condition  for  those  years— and  it  would  take  years— during  which  the 
tight  goes  on  with  respect  to  dissolution? 

In  other  words,  it  is  not  a  practical  immediate  answer  to  this  very 

important  question. 

Mr.  Berge.  I  am  afraid  that  is  so.  ^  ,     o  i 

Senator  O'Mahoney.  A  distinguished  member  of  the  Senate  several 

years  ago,  now  deceased,  once  said  in  the  midst  of  the  depression  when 

a  constitutional  argument  was  raised,  "You  can't  eat  the  Constitution. 

That  was  Senator  Borah.  ^  .  ^       ■^^  j 

Now,  what  he  meant  by  that  was  that  in  a  crisis  the  people  will  do 
that  which  is  necessary  to  maintain  existence.  That  philosophy  is 
exemplified  in  this  problem,  because  there  are  many  petitions  which 
come  here  to  Members  of  the  Senate  and  Members  of  the  House  which 
ask  only  one  thing,  that  a  particular  plant  be  kept  in  operation  so 
that  there  shall  be  employment.  No  question  is  raised  as  to  the  costs, 
or  who  is  going  to  supply  it,  and  it  may  be  altogether  outside  of  that. 
Here  we  had  another  illustration  the  other  day.  Senator  Brewster, 
of  Maine,  a  State  which  produces  potatoes,  called  a  meeting  of  Sena- 
tors from  States  that  produced  potatoes,  to  think  of  ways  and  means 
of  handling  the  50,000,000-bushel  surplus  of  potatoes.  One  of  the  pro- 
posals made  was  that  the  Government,  through  UNRRA,  purchase 
the  50,000,000  bushels.    Now,  that  is  Government  subsidy— nothing 

else  but  Government  subsidy.  \    .  ,      -^  ttx^-o-d  4 

Senator  McClellan.  If  that  is  Government  subsidy,  it  U^KKA 
has  the  money  and  we  have  already  provided— UNRRA  going  to  spend 
it,  anyway— I  don't  see  how  you  make  a  Government  subsidy  out  of  it. 

Senator  O'Mahoney.  Whether  they  do  or  don't  have  it 

Senator  McClellan  (interposing).  They  did  not  get  it  m  con- 
nection with  a  potato  deal  ?  tth^tt^t^  a  • 

Senator  O'Mahoney.  No.  But,  as  a  matter  of  fact,  UNRRA  is  out 
of  money  and  is  seeking  an  additional  appropriation. 

Senator  Wherry.  Another  problem  there  is  under  the  reciprocal 
trade  agreement  which  has  permitted  every  Canadian  farmer  to  get 
our  domestic  price 

Senator  O'Mahoney.  That  is  beside  the  point. 

Senator  Wherry.  It  is  right  on  the  beam.  We  are  going  to  have 
agricultural  surpluses  because  of  the  extension  of  the  agreement  in  the 
cattle  business  and  other  products,  because  of  that  very  fact. 

Senator  O'Mahoney.  Now,  the  Senator  and  I  both  voted  against 
the  trade  agreement,  so  we  are  in  no  disagreement  here.  The  funda- 
mental fact  is  that  the  request  is  made  for  money  out  of  the  Public 
Treasury. 
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Isn't  it  possible— and  that  is  the  primary  question— to  find  a  formula 
which  will  make  the  free-enterprise  system  work?  That  is  what  we 
are  seeking,  and  I  am  seeking  it  in  the  belief  that  if  we  do  not  make  it 
work,  the  alternative  will  be  a  Government-operated  system. 

Senator  Wherry.  It  would  be  a  dissolution. 

Senator  O'Mahoney.  I  am  talking  in  a  much  broader  field. 

Senator  Wherry.  If  it  is  a  Government  operation,  that  means 

subsidies. 

Senator  O'Mahoney.  I  am  talking  much  broader  than  Alcoa  at  the 

moment. 

Mr.  Wilson,  I  wonder  if  it  would  be  possible  for  you  to  summarize 
the  remaining  portion  of  your  paper  so  that  we  can  finish  with  your 
presentation  today,  and  then  tomorrow  give  the  other  industry  repre- 
sentatives an  opportunity  ? 

Mr.  Wilson.  I  would  like  very  much  to  be  able  to. 

Senator  Wherry.  Would  the  chairman  entertain  a  unanimous  agree- 
ment here  to  introduce  a  resolution  to  extend  the  time  under  which  we 
are  operating  in  which  this  policy  of  the  Surplus  Property  Adminis- 
trator becomes  final  if  Congress  doesn't  take  some  action?  Couldn't 
we  extend  that  time  for  .30  days  ? 

Senator  O'Mahoney.  That  would  be  a  legislative  matter,  and  it  is 
beyond  the  jurisdiction  of  this  group. 

Senator  Wherry.  I  thought  we  might  make  a  recommendation, 
and  if  they  would  join  we  might  all  be  in  agreement  on  it  and  give 
30  days  more  to  consider  this  thing.    We  are  getting  mighty  short 

of  time. 

Senator  O'Mahoney.  I  feel  it  is  so  important  to  find  a  way  of  keep- 
ing these  plants  in  operation  if  we  can  that  it  might  be  undesirable  to 
do  such  a  thing. 

Mr.  Wilson,  do  you  think  you  can  summarize  the  remainder  of  your 
presentation  within  the  next  20  minutes  or  half  hour? 

Mr.  Wn.soN.  I  can  try  to. 

Mr.  Caskie.  I  want  to  get  some  idea  of  when  I  might  be  able  to 
appear. 

Senator  O'Mahoney.  If  we  can  finish  this  afternoon,  then  tomorrow 
morning  at  10  o'clock  we  will  open  again  and  will  be  glad  to  call  upon 
you. 

Mr.  Caskie.  I  don't  want  to  cut  Mr.  Wilson  off. 

Senator  O'Mahoney.  There  is  a  limit  upon  the  time  some  of  us 
Senators  can  devote  to  this,  as  well  as  you  gentlemen. 

Proceed,  Mr.  Wilson. 

Mr.  Wilson  (continuing) : 

It  might  also  be  observed  that  the  disposal  plan  has  no  justification  in  law  for 
giving  prospective  competitors  of  Alcoa  a  first  choice  of  plants  and  equipment. 
On  March  12,  1945,  Alcoa  was  adjudicated  by  the  circuit  court  of  appeals  for  the 
second  circuit  not  to  have  a  monopoly  of  bauxite,  alumina,  or  any  fabricated  or 
semifabricated  form  of  aluminum.  It  is  quite  discriminatory,  therefore,  to  pro- 
mulgate a  plan,  which  subordinates  Alcoa  to  its  many  competitors  and  potential 
competitors  in  the  acquisition  of  any  Government-owned  facilities  in  any  of  these 
branches  of  industry. 

Only  in  the  aluminum- ingot  market  did  Alcoa's  size  amount  to  a  monopolization. 
Speaking  of  the  aluminum  ingot  market,  and  no  other,  the  circuit  court  of  appeals 
determined  that  possession  of  90  percent  of  the  market  amounted  to  a  monopoliza- 
tion, that  it  was  doubtful  whether  possession  of  60  to  64  percent  of  the  aluminum- 
ingot  market  could  be  so  characterized,  and  that  it  was  for  the  district  court 
to  determine  what  percentage  short  of  90  percent  amounted  to  monopolization. 


Alcoa  no  longer  owns  or  operates  anything  approximating  90  percent  of  the 
aluminum-ingot  capacity  of  the  United  States.  Its  percentage  of  the  total  ingot 
market  will  be  further  diluted  by  any  imports  of  aluminum  leaving  a  wide  margin 
within  which  it  may  acquire  surplus  Government  mgot  facilities  without  be- 
coming of  monopolistic  size.    The  data  in  demonstration  of  this  fact  is  found  at 

page  43  of  this  letter.  .    .^.  -^    •       ai  «o'« 

Furthermore,  the  Government  would  have  been  protected  m  considering  Alcoa  s 
proposals  concerning  ingot-producing  facilities,  because  they  were  conditioned 
upon  obtaining  the  approval  of  the  district  court,  thereby  insuring  you  a  judicial 
determination  that  such  disposal  did  not  violate  the  antimonopoly  objectives  of 
the  Surplus  Property  Act.    Otherwise,  there  would  be  no  sale. 

II.    MISREPBESBJNTATTONS 

Alcoa's  position,  in  at  least  seven  important  respects,  has  been  misrepresented 
in  the  Surplus  Property  report.  *.  ^        *^u^ 

1.  Alcoa  has  never  offered  to  buy  plants  to  remove  the  Government  from  the 

aluminum  industry.  i.    *.  4. 

In  discussing  the  so-called  noncompetitive  program,  the  report  states : 
In  these  discussions,  Alcoa  made  it  clear  that  it  did  not  need  the  Government 

plants  but  would  take  them  in  order  to  remove  the  Government  from  the  alumi- 

"  That  statement  is  wholly  false.  We  possess  less  than  650,000,000  pounds  of 
competitive  ingot  capacity,  and  the  plants  in  which  we  evinced  i°ter^t  at  the 
Government's  solicitation  would  have  increased  our  capacity  only  to  90v),000,UOO 
pounds  under  the  terms  discussed.  This  is  substantially  less  than  the  market  for 
aluminum  which  we  believe  our  own  highly  trained  and  experienced  sales  organ- 
ization can  create.  We  could  utilize  these  plants  and  were  ready  to  negotiate  for 
them,  subject  to  court  approval,  without  benefit  of  subsidy,  had  the  program  per- 
mitted us  to  do  so.  <.  ^^  ^  ,  J  „-^«„i 
We  call  your  attention  to  the  fact  that  three  of  the  declared  congressional 
objectives  of  the  Surplus  Property  Act  are  to  promote  production,  the  employment 
of  labor,  and  secure  for  the  Government  the  fair  value  of  the  property  sold,  ob- 
jectives which  have  gone  into  the  limbo  of  forgotten  purposes  along  with  the  goal 
of  a  peacetime  economy  of  free,  independent,  private  enterprise.* 

2.  The  so-called  noncompetitive  plan  was  the  Surplus  Property  Board  s  plan, 

not  ours.  ,  ^      ^    4.  ^ 

The  Surplus  Property  Board  presented  three  disposal  programs  and  rejected 
two  of  them,  the  first,  apparently,  because  it  was  at  least  partially  acceptable  to 
Alcoa  The  impression  was  created  that  this  was  Alcoa's  proposal ;  in  truth,  it 
was  the  suggestion  of  the  representative  of  the  Surplus  Property  Board.  It  was 
the  representative  of  the  Surplus  Property  Board— not  Alcoa— who  suggested 
that  the  Board  or  some  other  agency  of  the  Government  recommend  to  the 
district  court  that,  so  long  as  Alcoa  did  not  occupy  more  than  75  percent  of  the 
domestic  virgin  aluminum  market,  such  share  should  not  be  treated  as  monopo- 
lization. .  ^  ^.  ,  . 

The  description  in  the  report  of  the  plan  which  this  representative  proposed  to 
us  is  quite  inaccurate.  It  was  never  the  assumption,  as  is  stated,  that  Alcoa's 
competition  should  consist  mostly  of  Canadian  imports.  There  was  also  to  be 
domestic  competition  by  Reynolds  Metals  Co.,  presumably  by  Olm  Corp.,  and 
certainly  by  purchasers  or  lessees  of  the  Government-owned  aluminum  smelting 
plants  at  Spokane  and  Troutdale.  Under  this  plan,  Alcoa's  percentage  of  the  do- 
mestic aluminum  ingot  market  would  necessarily  have  been  well  below  the  per- 
centage which  the  circuit  court  of  appeals  indicated  would  be  proper. 

The  report  neglects  to  state  that  we  advised  that  our  participation  in  the 
plan  was  dependent  upon  its  approval  by  the  district  court. 

The  Board's  representative  persuaded  us  to  agree  to  accept  very  substantial 
sacrifices  in  the  interest  of  achieving  a  soundly  competitive  industry,  all  of  which 
are  carefully  obscured  in  comments  on  the  plan  in  the  report.  It  will  be  time 
enough  to  analyze  them  when,  and  if,  we  are  asked  to  share  with  others  in  the 
aluminum  industry  in  the  working  out  of  a  program  for  the  industry. 

While  there  is  no  purpose  in  discussing  the  merits  of  a  plan  which  the  Board 
both  created  and  rejected,  it  could  easily  be  shown  that  the  objectives  of  the 
Surplus  Property  Act  would  be  more  nearly  achieved  under  this  plan  than  any 
other. 

3.  We  have  not  been  asked  to  help  formulate  or  to  cooperate  with  a  disposal 

program. 
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It  is  stated  that  we  have  been  verbally  noncommittal  and  actually  uncooi)era- 
tive  with  respect  to  a  program  to  increase  competition  in  the  industry. 

We  were  never  consulted  about,  or  advised  of  the  Board's  program  prior  to  its 
submission  to  Congress.  One  of  the  Board's  staff  called  upon  us  to  inquire  if  we 
would  make  the  concessions  required  of  us  in  the  disposal  plan  which  the  Board 
both  initiated  and  rejected.  At  the  same  time  that  this  representative  was  trying 
to  sell  us  this  program  of  the  Surplus  Property  Board,  another  portion  of  the 
Board's  staff  appears  to  have  been  preparing  the  plan  now  sponsored  in  the 
Board's  report  to  Congress. 

Our  advice  was  not  sought  nor  was  the  sjwnsored  program  discussed  with  us 
prior  to  its  submission  to  Congres^s.  We  are  compelled  to  surmise  from  the 
Board's  reaction  to  the  re.1ected  plan,  which  originated  in  the  Board,  that,  had 
there  been  consultations  between  us  on  the  present  subsidy  plan,  our  endors**- 
ment  at  any  point  would  have  automatically  created  opposition. 

In  the  opinion  of  the  circuit  court  of  appeals  it  was  suggested  that  the  agency 
to  dispose  of  the  Government  aluminum  plants  might  well  b  lieve  that  it  could 
not  do  so  without  some  plan  or  design  for  the  industry  as  a  whole ;  that  it  would 
assign  a  place  to  Alcoa  therein  and  that,  if  the  agency  found  it  wise  to  proceed 
in  this  way,  it  might  succeed  in  inducing  Alcoa  to  accept  the  place  assigned  to  It, 
particularly  if  the  plan  had  not  been  prepared  ex  parte,  that  is,  if  Alcoa  ha*' 
been  permitted  to  join  in  the  discussions. 

We  regret  that,  in  preparing  the  plan  which  has  been  submitted  to  Congress, 
this  constructive  and  statesmanlike  suggestion  of  the  court  was  not  followed 

4.  Our  wartime  leases  of  Hurricane  Creek  and  Government-owned  aluminum 
smelting  plants  have  not  complicated  or  delayed  the  disposal  program. 

Congress  is  advised  to  the  contrary.    What  are  the  facts? 

On  August  30,  1945,  the  Reconstruction  Finance  Corporation — without  warn- 
ing— canceled  all  our  remaining  leases  on  Government-owned  alumina  and 
aluminum-smelting  ijlants,  effective  October  31,  1945,  and  ordered  the  removal 
of  our  property  from  the  premises  by  the  latter  date.  The  purported  excuse  for 
this  cancellation  was  our  failure  to  maintain  production  at  40  percent  of  capacity, 
a  conclusion  which  was  only  reached  by  including  the  unused  capacity  of  the 
Queens,  Burlington,  Riverbank,  and  Los  Angeles  plants,  which  had  long  since 
been  closed  at  the  order  of  the  War  Production  Board.  The  terms  of  our  lease 
did  not  require  the  Reconstruction  Finance  Corporation  to  pick  this  particular 
time  for  cancellation,  as  incorrectly  alleged ;  its  rights  were  equally  effective 
at  any  tin:e. 

It  seemed  to  us  more  than  a  little  harsh  that  we  should  be  thus  summarily 
evicted  fj-om  the  plants  which  we  had  built  for  the  Government,  without  fee  or 
profit  to  ourselves,  and  from  which  the  war  effort  had  received  tremendous 
quantities  of  aluminum  and  the  Government  had  recovered  nearly  $2O,OOO,CO0 
in  cash  returns  from  operations. 

But  we  closed  the  plants  as  we  were  require<l  to  do  in  order  to  remove  our 
property,  as  nearly  as  possible,  by  October  31.  A  few  days  later  the  Reconstruc- 
tion Finance  Corporation  asked  us  to  sell  to  it  at  soct  the  stored  supplies  and 
spare  parts,  as  well  as  raw  and  in-process  materials  at  these  plants,  and  to  make 
available  any  equipment  or  processes  previously  used  in  these  plants.  This 
we  agreed  to  do.    The  correspondence  is  attached  to  the  report. 

A  new  60-day  lease  was  offered  us.  We  declined,  because  no  manufacturing 
operation  can  be  run  on  a  60-day  basis. .  No  corner  grocery  store  could  do  it. 
The  procurement  and  shipment  of  raw  materials,  the  ordering  and  storing  of 
supplies,  the  scheduling  of  the  production,  the  recruiting  of  labor,  and  the 
development  of  contiguous  markets  are  all  undertakings  which  are  only  possible 
over  a  much  longer  i)eriod  than  60  days.  It  is  difficult  enough  to  close  a  plant 
in  60  days,  much  more  so  to  operate  one  on  such  a  schedule. 

Our  leases  have  not  delayed  the  Board.  They  were  canceled  within  less  than 
3  weeks  after  the  end  of  the  Japanese  war,  before  any  of  the  plants  had  been 
declared  surplus.  The  disposal  plan  cannot  become  eifective,  in  any  event,  until 
30  days  after  its  submission  to  Congress,  a  period  which  has  not  yet  elapsed. 
Even  after  that,  the  plan  must  be  implemented  with  actual  leases  or  sales.  The 
cancellations  become  effective  at  the  end  of  this  month. 

5.  Alcoa  has  cooperated  in  plans  for  the  Hurricane  Creek  alumina  plant. 

The  report  states  that  the  key  to  any  disposal  plan  lies  in  bringing  a  new 
producer  into  the  Hurricane  Creek  alumina  plant  who  will  manufacture  alumina 
and  make  it  available  to  operators  of  Government  smelting  plants  at  or  near 
Alcoa's  cost.  It  is  charged  that  Alcoa  has  not  been  cooperative.  The  record 
is  exactly  to  the  contrary. 


Alcoa  wag  required,  under  paragraph  18  of  its  Hurricane  Creek  lease,  to  keep 
cost  and  selling  records  which  were  to  be  available  to  Defense  Plant  Corporation 
for  audit  and  inspection  at  all  times.  This  was  done.  The  accuracy  of  the  rec- 
ords is  not  questioned ;  and  a  summary  of  this  cost  data  in  the  report  is  proof  that 
they  have  been  made  available  to  the  Government  and,  thereby,  to  any  prospective 
purchaser.  .  , ,         „ 

Although  the  manufacture  of  alumina  by  the  Bayer  process  is  an  vUl,  well- 
known,  and  unpatented  process  practiced  by  many  companies  for  a  great  many 
years,  Alcoa  was  requested  to  furnish  instruction  to  unidentified  nominees  of  the 
Reconstruction  Finance  Coriwration.  This  request  was  declined,  both  because 
such  tutoring  was  unnecessary  and  because  it  would  have  involved  turning  over 
keyraen  in  our  organization  to  others. 

However,  we  submittetl  a  proposal  to  you  under  date  of  July  24,  194;>,  which 
would  have  permitted  the  (fl5;*ient  operation  of  Hurricane  Creek  for  the  benefit 
of  any  and  all  of  our  competitors.  Competitors  would  have  been  fully  protected, 
because  the  Government  would  have  retained  title  to  the  plant  and  control  of 
the  policies  of  operation.  We  would  have  operated  it  with  bauxite  furnishetl 
either  by  us  or  by  others,  as  the  Government  might  elect,  and  would  have  sold 
alumina'to  whomever  and  at  whatever  fair  prices  the  Government  directed.  And 
we  did  not  seek  any  subsidy  or  any  guaranty  against  losses.  Here  is  the  finest 
possible  evidence  of  our  willingness  to  furnish  personnel,  know-how,  and  bauxite, 
in  order  to  provide  alumina  for  competitors  in  whatever  quantities  and  at  what- 
ever price  the  Government  might  set. 

A  copy  of  our  proposal  follows :  ^^^^  ^^   ^^^ 

Mr.  W.  Stuart  Symington, 

Chairman,  Surplus  Property  Board, 

Washington,  D.  C. 

De\r  Mr.  Symington  :  We  have  been  asked  by  several  friends  and  associates 
in  the  State  of  Arkansas  whether  we  desire  to  acquire,  and  continue  to  operate, 
the  smelting  plant  in  Arkansas  known  as  Jones  Mills  and  the  alumina  plant 
in  Arkansas  known  as  Hurricane  Creek.  We  feel  that  the  proiier  way  for  us  to 
declare  ourselves  on  this  point  is  to  address  you. 

Consequently  we  advise  you  that,  under  mutually  satisfactory  comlitions  as  to 
price,  terms,  etc.,  the  determination  of  which  we  anticipate  will  present  no  real 
difficulties,  we  would  be  glad  to  purchase  the  smelting  plant  at  Jones  Mills.  The 
only  condition  which  at  the  moment  occurs  to  us  as  to  Jones  Mills  is  that,  as  is 
obvious,  any  purchaser  of  Jones  Mills  must  be  first  assured  of  a  continued  supply 
of  naturargas.  We  are,  of  course,  aware  that  any  acquisition  of  this  plant 
requires  the  approval  of  not  only  your  Board  but  other  authorities. 

With  respect  to  the  alumina  plant  at  Hurricane  Creek,  we  would  like  to  buy 
it ;  but  if  the  United  States  Government  would  prefer  to  retain  title  to  it,  we 
would  be  glad  to  operate  it  under  lease.  If  we  operated  it  for  the  Govern- 
ment, we  would  expect  the  Government  to  provide,  either  by  purchase  from  us 
or  from  others,  the  necessary  bauxite,  and  we  would  also  expect  the  Government 
to  retain  the  rijrht  to  establish  the  price  at  which  the  alumina  will  be  sold  to  us 
and  to  other  plants  as  dictated  by  the  Government,  whether  Government-owned 

or  privately  owned  plants.  ,  „      .  ^      ,      ,     i. 

It  is  our  opinion  that  operation  of  Jones  Mills  and  Hurricane  Creek  plants 
should  be  under  one  jurisdiction,  and  consequently  we  add  that  we  would  not 
consider  it  feasible  for  us  to  acquire  Jones  Mills  without  at  the  same  time  acquir- 
ing or  leasing  Hurricane  Creek.  ,      „     ,      . 

We  have  had  several  conversations  with  Mr.  Gordon  Reed,  of  your  organiza- 
tion, and  have  disclosed  to  him  the  general  contents  of  this  letter. 

We  have  given  consideration  but  have  not  as  .yet  arrived  at  a  conclusion  as  to 
the  acquisition  or  continued  operation  of  any  other  Government-owned  alumina, 
smelting,  or  fabricating  plants ;  but  as  the  plans  of  the  Surplus  Property  Board  as 
to  their  disposal  and  as  our  own  studies  are  completed,  we  will  hope  to  have  the 
opportunity  of  presenting  to  you  our  interest  with  respect  to  one  or  more  of  the 

other  plants  just  referred  to.  ,  .     ,. 

If  there  is  any  further  information  which  we  can  give  you  along  this  Ime, 
we  would  be  glad  to  do  so,  and  with  kind  regards,  we  remain, 

Yours  very  truly,  .  „  ^ 

Arthur  V.  Davis. 

In  that  connection,  I  would  state  that  we  are  prepared  to  make  an- 
other offer  for  a  lease  of  the  Hurricane  Creek  plant  which  we  formu- 
lated sometime  ago,  and  which  I  will  read  into  the  record,  if  I  may.    I 
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happen  to  be  reading  from  a  teletype  which  we  sent  to  Mr.  Hall  under 
date  of  October  9,  if  he  should  have  occasion  to  make  use  of  it  in 
Washington.    [Reading :] 

Alcoa  will  lease  for  a  5-year  period  the  Hurricane  Creek  plant  subject  to  can- 
cellation by  either  party  on  1  year's  notice.  The  Government  may  at  any  time 
remove  any  part  or  all  of  the  electrolyte  plant  now  located  on  the  land  herein 
contemplated  to  be  leased.  Alcoa  will  pay  as  rental,  including  depreciation,  for 
the  Hurricane  Creek  plant,  three-eighths  of  a  cent  for  each  pound  of  alumina 
manufactured  in  and  shipped  from  the  plant  and  will  guarantee  a  minimum 
rental  of  $1,000,000  a  year.  Alcoa  will  pay  insurance  and  taxes.  Alcoa  will 
purchase  from  the  independent  Arkansas  producers  such  portion  of  the  Hurricane 
Creek  plants'  requirements  for  bauxite  as  those  producers  may  desire  from  time 
to  time  to  furnish  at  competitive  prices.  To  the  extent  those  producers  do  not 
furnish  the  full  requirements  of  the  plant  for  bauxite,  Alcoa  will  purchase  from  the 
Reconstruction  Finance  Corporation  such  bauxite  as  the  Reconstruction  Finance 
Corporation  may  desire  to  furnish  at  competitive  prices  from  its  so-called  stock 
pile  or  elsewhere.  Alcoa  will  undertake  to  supply  the  remainder  of  the  bauxite 
requirement  of  the  Hurricane  Creek  plant.  Alcoa  will  sell  the  alumina  produced 
at  the  Hurricane  Creek  plant  to  such  aluminum  producers,  including  Alcoa,  as 
the  Government  from  time  to  time  may  direct  in  carload  lots  f.  o.  b.  Hurricane 
Creek  at  the  same  price  to  all  purchasers,  such  price  to  be  computed  annually 
by  averaging  any  amount  shipped  from  the  plant  in  that  year  up  to  400,000,000 
pounds  at  2  cents  per  pound,  the  second  400,000,000  pounds  at  1.9  cents  per  pound, 
and  the  third  400,000,000  pounds  at  1.8  cents  per  pound,  and  any  amount  over 
1,200,000,000  pounds  at  1.7  cents  per  pound.  The  above  selling  price  is  understood 
to  include  reimbursement  to  Alcoa  for  the  use  of  any  of  its  patents. 

Senator  McClellan.  Will  you  read  that  last  sentence  again? 
Mr.  Wilson  (reading)  : 

The  above  ceiling  price  is  understood  to  include  reimbursement  to  Alcoa  for 
the  use  of  any  of  its  patents — 

in  connection  with  the  production  of  that  alumina. 

Senator  McClellan.  That  is  the  over-all  total  cost? 

Mr.  Wilson.  That  would  be  the  price  to  the  purchaser? 

Senator  McClellan.  Has  that  been  submitted  to  the  Surplus  Prop- 
erty Board  ? 

Mr.  Wilson.  That  has  not  been  submitted,  and  we  are  taking  this 
opportunity  to  submit  it  indirectly,  because  we  have  not  had  an  oppor- 
tunity to  submit  it  directly  to  either  the  KFC  or  the  Surplus  Property 
Board. 

Senator  McClellan.  Does  the  Government  control  that  price,  or 
are  you  offering  to  sell  on  that  basis  ? 

Mr.  Wilson.  We  are  offering  to  lease  the  plant  under  these  terms, 
under  which  we  would  guarantee  these  prices. 

Senator  McCleijlan.  What  about  the  distribution  of  it  to  consumers 
of  alumina? 

Mr.  Wilson.  Here  is  what  this  says  on  that  point : 

Alcoa  will  sell  the  alumina  produced  at  the  Hurricane  Creek  plant  to  such 
aluminum  producers,  including  Alcoa,  as  the  Government  from  time  to  time  may 
direct. 

In  other  words,  the  Government  can  nominate  who  this  shall  be 
sold  to. 

Senator  McClellan.  You  mean  it  could  supervise  and  control  the 
distribution  with  respect  to  different  competitors? 

Mr.  Wilson.  That  is  correct. 

In  other  words,  our  thought  was  that  this  would  insure  a  supply 
of  alumina  to  any  purchasers  of  the  Government-owned  smelting 
plants  on  this  basis. 


Mr  Bergb.  You  are  setting  the  Government  up  there  as  a  regula- 
toS  body  to  determine  who  will  get  the  alumma  for  competitive 

smelting  operations?  .        i.  ^i.      i     x 

Mr  Wilson.  Within  the  capacity  of  the  plant. 

Senator  O'Mahoney.  What  agency  of  the  Government  do  you  imag- 
ine would  exercise  that  regulation? 

Mr.  Wilson.  I  would  pfesume  it  would  be  the  KFC  under  the  lease 

*^  Mr.'  Hickman.  We  really  think  that  is  a  most  constructive  sug- 

^^Senator  O'Mahonet.  Of  course,  it  is  a  suggestion  for  Government 
Darticipation  in  regulating  distribution. 

^  Mr.  Wilson.  And  with  the  idea  that  it  would  insure  a  Purchaser 
of  a  Government  smelting  plant,  when  he  made  his  deal  with  KJ^  U, 
that  he  would  be  allocated  his  requirement  out  of  this  Hurricane 

Senator^d'MAHONEY.  Let  the  record  show  that  Alcoa,  by  this  offer, 
is  inviting  the  Government  to  exercise  a  supervisory  power  it  has  never 
before  exercised,  except  for  purposes  of  war. 

Mr.  Wilson.  That  is  correct. 

Mr  Troy.  I  just  want  to  ask  whether  Alcoa  would  purchase  the 
Jones  Mills  plant,  the  reduction  plant,  if  somebody  operated  the 
alumina  plant  and  purchased  the  alumina  from  the  other  operator. 

Senator  O'Mahoney.  This  is  an  offer  for  the  Hurricane  plant  alone. 

Mr  Wilson.  And,  presumably,  would  be  a  part  of  a  general  pro- 
orram  One  reason  this  hasn't  been  submitted  is  because  we  believe 
that  any  arrangement  for  these  Government  plants,  so  far  as  Alcoa 
is  concerned,  must  be  a  general  program. 

Senator  O'Mahoney.  It  must  involve  the  others  as  well,  because 
otherwise  you  would  be  in  danger  of  dissolution. 

Mr  Wn^N.  This  is  merely  chapter  1  of  a  program  that  we  would 
like  to  discuss,  and  we  will  have  chapter  2  as  to  Jones  Mills,  or  chapter 
3  as  to  Troutdale,  or  chapter  4  as  to  Mead. 

Mr  Troy.  The  point  I  was  trying  to  make  was  whether  or  not 
Alcoa  would  be  willing  to  purchase  alumina  from  any  other  pur- 
chaser—whether  they  will  buy  alumina  from  a  producer  of  the  Hurri- 
cane Creek  plant  if  they  operate  the  Jones  Mills  plant,  which  would 
make  it  economical  for  them  to  buy  it  at  a  low  price  ? 

Would  they  be  a  buyer  for  that  material  ?  ,        ,  i 

Mr.  Wilson.  We  will  buy  any  material  that  will  be  sold  to  us  more 
cheaply  than  we  can  make  it  ourselves. 

Mr.  Moment.  At  that  price  you  offer? 

Mr.  Wilson.  If  that  is  cheaper  than  we  can  make  it  ourselves  under 

those  conditions;  yes.  ,^     i-,,    •  xi.  i.  *i. 

Mr.  Moment.  The  record  ought  to  show,  Mr.  Chairman,  that  the 
current  costs  of  production  under  Alcoa's  operation  at  the  Hurricane 
Creek  plant,  mill  costs,  including  certain  items,  are  now  m  the  past 
few  months  less  than  $28  a  ton.  If  those  other  items  are  added  we 
have  estimated  they  would  not  bring  it  much  above  $30,  and  the  first 
price  that  Mr.  Wilson  has  mentioned  is  $40  a  ton  to  an  outsider,  scaling 
down  to  $34 — was  it  ? 

Mr.  Wilson.  $34;  yes. 
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Mr.  Moment.  There  are  certain  minor  adjustments  that  should  be 
made  in  the  figures  I  have  quoted,  but  they  would  not,  in  our  opinion, 
materially  change  the  competitive  problem  involved  there. 

Senator  O'Maiioxey.  I  suggest  that  copies  of  the  proposal  be  made 
available  to  the  Surplus  Property  Board.  This  committee,  of  course, 
is  glad  to  have  it  in  the  record. 

Now,  will  you  proceed,  please  ? 

Mr.  Wilson  (continuing)  : 

6.  The  Government — not  Alcoa — determined  the  location  and  size  of  the  Gov- 
ernment plants. 

We  challenge,  as  wholly  incorrect,  the  argumient  that  Alcoa  was  largely 
instrumental  in  locating  the  Government  plants  and  in  dictating  their  size. 
These  prerogatives  were  reserved  to  the  Government  in  the  contracts  under 
which  the  plants  were  built.  The  Government's  rights  were  confirmed  to  the 
Truman  committee,  and  they  were  exercised  by  it  in  reality.  Alcoa's  advice  was 
only  given  when  it  was  sought.  Insofar  as  Alcoa  was  advised  of  the  basis  of 
decision  with  respect  to  plant  locations,  we  understood  that  the  availability  of 
power  and  labor  and  the  minimization  of  the  hazards  of  shelling  and  bombing 
were  generally  decisive  considerations.  The  size  of  the  plants  would  appear  to 
have  been  dictated  by  the  economies  in  time,  expense,  and  manpower  incident 
to  large-scale  production.  However,  the  Government  aluminum  smelting  plants 
were  built  with  a  great  variety  of  capacities,  both  lai'ge  and  small.  The  average 
capacity  of  each  of  the  four  Government-owned  smelting  plants  which  the  re- 
port states  are  fully  competitive  is  137,000,000  pounds,  contrasted  with  an  aver- 
age capacity  of  165,000,000  pounds  in  Alcoa's  privately  owned  plants. 

Yet  we  haA^e  heard  a  great  deal  of  discussion  that  these  plants  are 
too  large.    [Continuing:] 

We  do  not  criticize  either  the  location  or  the  size  of  the  Government  plants, 
but  neither  do  we  accept  responsibility  for  them.  The  records  on  this  subject 
are  available  but  voluminouis,  and  need  not  be  reviewed  here.  Suffice  it  to  say 
that  you  have  been  misinformed  if  you  believe  that  Alcoa  was  dominant  in  the 
matter.  If  it  ever  becomes  material  to  prove  this  fact,  we  shall  gladly  submit 
documents  and  testimony  to  a  congressional  conunittee  or  any  other  duly  consti- 
tuted body  that  may  care  to  investigate  the  matter. 

7.  Alcoa  has  not,  cannot,  and  will  not  influence  the  sales  policy  of  the  Alu- 
minum Co.  of  Canada. 

The  report  states  that  Alcoa  executives  have  revealed  to  a  representative  of 
the  Surplus  Property  Board  "their  intention  to  have  the  Canadian  company  ex- 
port to  the  United  States  whatever  amounts  of  primary  aluminum  will  reduce 
the  percentage  of  the  American  markets  supplied  by  Alcoa  below  any  level  that 
may  be  decided  in  the  case  yet  pending  in  court  to  constitute  a  violation  of  the 
antitrust  law." 

Just  how  Alcoa  executives  are  supposed  to  have  "indicated  their  intent"  to  such 
representativcR,  we  do  not  know ;  but  we  do  assert  with  complete  confidence  that 
Alcoa  never  had  such  an  intention,  that  it  has  no  means  of  effectuating  such  an 
intention  had  it  been  entertained,  and  that  no  executive  of  Alcoa  ever  made  a 
statement  to  a  representative  of  the  Surplus  Property  Board  to  the  above- 
quoted  fflfect.  We  ask  the  name  of  the  Surplus  Property  Board  representative, 
the  names  of  the  Alcoa  representatives,  the  place  and  time  of  the  meetings,  an 
accurate  recital  of  what  is  claimed  to  have  been  said;  or,  in  all  fairness,  a 
retraction. 

Th^  report  implies  that  the  sales  policy  of  Aluminum  Co.  of  Canada  may  be 
dictated  by  Alcoa,  in  the  statement  that  the  Canadian  company  "would  be 
a  very  serious  competitor  if  its  sales  policy  were  dictated  by  Alcoa  and  sales 
were  deliberately  pushed  as  a  device  to  reduce  Alcoa's  share  in  the  United  States 
market  in  relation  to  a  court  antitrust  decision." 

That  decision — which  carries  the  affirmance  of  the  Circuit  Court  of  Appeals 
for  the  Second  Circuit  in  this  respect — found  it  to  be  the  fact  that  there  was  no 
agreement  or  understanding  between  these  companies  in  any  respect  whatsoever 
and,  specifically  so,  with  respect  to  sales  in  the  United  States  market.  The  cir- 
cuit court  of  appeals,  in  affirming  this  conclusion,  summarized  the  matter  in  this 
fashion :  ^t 


"Upon  the  whole  evidence  the  judge  found  that  by  1935  Limited  had  become  al- 
together free  from  any  connection  with  Alcoa  and  that  Alcoa  had  had  no  part  m 
forming  the  Alliance,  or  in  any  effort  at  any  time  to  limit  imports,  to  fix  their 
price,  or  to  intervene  in  price  fixing  cartels  in  Europe— except  the  early  ones 

Cnre-1912) 

Why  then,  the  assumption  that  Alcoa  may  be  in  a  position  to  dictate  the  sales 
policies  of  Aluminum  Co.  of  Canada,  a  wholly  owned  subsidiary  of  Alummum, 

The  report  repeatedlv  refers  to  Aluminium,  Ltd.,  or  its  subsidiary.  Aluminum 
Co  of  Canada,  as  an  "Alcoa  atfiliate,"  nlthough  both  the  district  court  and  the 
circuit  court  of  appeals  ruled  that  Alcoa  bore  no  such  relationship  to  either  Cana- 
dian company.  This  decision  was  made,  not  on  the  basis  of  any  legal  technical- 
itv  but  after  taking  months  of  testimony  concerning  the  ever-lessening  extent 
to  which  there  is  common-stock  ownership  as  well  as  the  commercial  and  cor- 
porate relationships  between  the  two  companies.  The  report  completely  ignores 
ihe  court's  decision,  when  it  asserts  that  Alcoa  "*  *  *  has  the  powerful  com- 
petitive weapon  of  low-cost  Canadian  aluminum  which  it  can  move  into  world 
and  domestic  markets,  despite  the  present  United  States  tariff  of  3  cents  per 

pound." 
The  courts  decided  exactly  to  the  contrary. 

Mr.  Anderson.  I  would  like  to  make  a  statement  to  the  effect  that 
when  these  gentlemen  were  before  the  Senate  Small  Business  Com- 
mittee, we  probed  this  problem  in  connection  with  the  Shipsaw  con- 
tracts. We  then  were  not  able  to  get  anything  like  an  up-to-date 
statement  of  the  ownership  in  Aluminum,  Ltd. 

Since  then,  when  I  was  instructed  by  the  chairman  of  the  coni- 
mittee  to  obtain  the  facts  if  possible,  we  corresponded  with  the  Alumi- 
num Co.  of  America,  and  I  have  a  letter  which  I  can  place  in  the 
record  to  indicate  their  response.  It  didn't  disclose,  and  they  were 
in  no  position— according  to  their  statement— to  disclose,  because  they 
did  not  know  the  ownership  of  the  Aluminum,  Ltd.,  but  since  then  we 
have  been  able  to  get  from  the  records  the  1939  ownership  of  common 
stock,  and  I  would  like  to  put  in  the  record  at  this  point  something  that 
may  not  answer  the  question  as  to  whether  there  is  not  an  affiliation 
or  there  is  an  affiliation,  but  it  does  show  a  very  close  communion 
of  interests  in  certain  families,  some  eight  or  nine  families  owning 
the  majority  of  the  Alcoa  and  Aluminum,  Ltd.,  common  voting  stock. 

Mr.  Hickman.  Are  there  detailed  findings  on  that  subject  in  the 
1939  figures  in  the  antitrust  case? 

Mr.  Anderson.  That  is  from  where  we  have  taken  this  particular 
item.  It  is  the  only  one  I  know  that  is  at  least  of  that  date.  I  have 
not  been  able  to  find  anything  later  than  that  figure.  If  you  people 
have  it.  we  would  be  glad  to  have  it  for  the  record. 

Mr.  Hickman.  We  do  not  have  it. 

Mr.  Anderson.  It  does  show,  whatever  you  interpret  affiliation  to  be, 
a  communion  of  interest  in  these  very  few  families  which  is  extremely 

marked. 

(The  statement  referring  to  community  of  majority  ownership  of 
common  stock  of  Aluminum  Co.  of  America  and  Aluminum,  Ltd., 
follows :) 

Community  of  Majority  Ownership  of  Common  Stock  of  Aluminum  Co.  of 

America  and  Aluminium,  Ltd.  (of  Canada) 

As  of  January  2,  1939,  the  majority  of  the  1,472,625  shares  of  common  stock 
of  Ahiminura  Co.  of  America,  and  likewise  of  the  676,737  shares  of  common 
stock  of  Aluminium,  Ltd.,  was  owned  hy  the  following  individuals,  or  members 
of  their  families : 
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A.  V.  Davis  (chainnan  of  Alcoa) - 

E.  K.  Davis  (president  of  Aluminium,  Ltd.;  brother  of 

j^^  'Y^  Davis) 

Roy  A.  Hunt  (president  of  Alcoa;  includes  shares  of  Maria 

T.  and  Rachael  McM.  Hunt) -- 

George  R.  Gibbons  (vice  president  of  Alcoa) - 

R.  E.  Withers  (vice  president  of  Alcoa;  includes  shares  of 

Mary  C.  Withers) - -— -- - 

Edw.  S.  Fickes  (vice  president  of  Alcoa,  includes  shares  of 

Marguerite  W.  Fickes) -- — 

George  H.  Clapp  (directOT  of  Alcoa;  includes  shares  of 

Annie  L.  and  Catherine  D.  Clapp) 

Andrew  W.  Mellon  and  R.  B.  Mellon  families 

Total  of  above. - 


Holdings  of  Alcoa 
common 


Number  of 
shares 


168,049 

14,689 

75,948 
14,394 

5,898 

6,000 

53,370 
514, 122 


852, 470 


Percent 
of  total 


11.4 

1.0 

5.2 
1.0 

.4 

.4 

3.6 
34.9 


57.9 


Holdings  of  Alumi- 
nium, Ltd.  common 


Number  of 
shares 


74,299 

8,498 

34,290 
4,026 

2,389 

2,288 

5,281 
228,163 


359,234 


Percent 
of  total 


11.0 

1.3 

5.1 
.6 

.3 

.3 

.8 
33.7 


53.1 


Senator  O'Mahoney.  You  will  please  proceed,  Mr.  Wilson. 
Mr.  Wilson  (continuing) : 

III.  The  Surplus  Property  Boabd's  Repobt  Misrepresents  the  Ck)MPErnTivE 

Situation  in  the  Aluminum  Industry 

1.  Alcoa  controls  15  percent  of  the  ingot  smelting  capacity  of  the  world,  not  64 
percent,  as  is  repeatedly  represented. 

It  is  repeatedly  asserted  that  Alcoa  controls  Aluminum,  Ltd.,  and  that  together 
they  possessed  64  percent  of  the  primary  aluminum  capacity  of  the  world  in 
1944.  We  have  previously  pointed  out  that  the  courts  have  determined,  on  the 
basis  of  economic  and  corporate  realities,  that  this  control  does  not  exist. 

The  calculation  of  64  percent  is  reached,  not  only  by  attributing  to  Alcoa  the 
control  of  Aluminum,  Ltd.,  but  the  control  of  the  very  United  States  Government- 
owned  smelting  plants  which  are  the  subject  of  the  report:  It  represents  this 
Government-owned  capacity  as  under  Alcoa's  control,  on  the  tenuous  premise 
that  Alcoa  operated  these  plants  for  the  Government  on  short,  cancelable,  war- 
time leases,  which  were  terminated  several  weeks  before  the  report  was  filed. 
Alcoa's  privately  owned  smelting  capacity — and  it  now  operates  no  other — is 
15  percent  of  the  world's  capacity,  while  the  capacity  at  the  disposal  of  the 
Surplus  Property  Board  is  23  percent  of  the  world's  capacity. 

The  representation  to  Congress  and  to  prospective  purchasers  of  the  Govern- 
ment properties  that  Alcoa  controls  more  than  four  times  the  capacity  than  it 
really  has  is  inexcusable. 

2.  The  bugaboo  of  unbeatable  Canadian  competition. 

The  bugaboo  is  raised  of  subsidized  Canadian  competition.  We  do  not  mean 
to  minimize  the  efficient  operations  of  the  Canadian  company,  but  the  picture 
is  gi-eatly  overdrawn  in  the  report.  It  makes  the  speculative  argument  that  Can- 
adian aluminum  can  be  manufactured  and  marketed,  iwstwar,  for  between  7  and 
8  cents  a  pound  (presumably,  it  has  yet  to  do  so),  contrasted  with  an  estimate  of 
10  to  11  cents  a  pound  for  United  States  aluminum. 

No  foreign  manufacturer  has  ever  yet  succeeded  in  capturing  any  large  United 
States  market.  The  present  3  cent  tarilT  on  imported  aluminum  more  than  wipes 
out  any  advantage  in  the  low  cost  of  manufacture  which  you  attribute  to  the 
Canadian  company,  and  Congress  can  give  further  protection  at  any  time  it  is 
needed. 

It  is  our  understanding  that  neither  the  Canadian  Government  nor  the  United 
States  Government  has  invested  one  cent  in  the  Shipshaw  power  project  in 
Canada,  which  contracts  with  a  large  United  States  Government  investment  in 
power  projects  in  the  Pacific  Northwest,  from  which  three  of  the  Government- 
owned  aluminum  smelting  plants  obtain  power. 

This  Pacific  coast  Government-owned  saves  a  prospective  lesee  or  purchaser  of 
a  Government-owned  aluminum  smelting  plant  the  necessity  of  investing  millions 
of  dollars  in  the  development  of  water  iiower — an  opportunity  which  Alcoa  did 
not  have  when  most  of  its  facilities  were  built. 

3.  The  circuit  court  of  appeals  did  not  attribute  Alcoa's  position  in  the  alumi- 
num ingot  market  to  improi)er  trade  practices. 
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The  report  warns  anyone  contemplating  the  lease  or  purchase  of  a  Government 
plant  that  Alcoa  is  a  destructive  competitor.    W^hat  are  the  facts? 

The  only  point  at  which  the  circuit  court  of  appeals  criticized  Alcoa  s  conduct  m 
the  ingot  market  was  its  practice  of  building  additional  facilities  whenever  neces- 
sary to  meet  the  increased  demands  of  a  growing  industry.  This  involved  no 
moral  dereliction  on  Alcoa's  part,  and  the  court  said  so.  The  courts  precise 
criticism  of  Alcoa  was  this : 

"We  need  charge  it  with  no  moral  derelictions  after  1912 ;  we  may  assume  that 
all  it  claims  for  itself  is  true.  *  *  *  It  was  not  inevitable  that  it  should  al- 
ways anticipate  increases  in  the  demand  for  ingot  and  be  prepared  to  supply 
them  Nothing  compelled  it  to  keep  doubling  and  redoubling  its  capacity  before 
others  entered  the  field.  It  insists  tliat  it  never  excluded  competitors,  but  we  can 
think  of  no  more  effective  exclusion  than  progressively  to  embrace  each  new  op- 
portunity as  it  opened,  and  to  face  every  newcomer  with  new  capacity  already 
geared  into  a  great  organization,  having  the  advantage  of  experience,  trade  con- 
Sections  and  the  elite  of  personnel."  ^  . 

We  do  not  quarrel  with  this  finding  of  the  circuit  court  of  appeals ;  we  simply 
point  out  that  the  indictment  is  that  Alcoa  was  an  efficient  operator  who  made  it 
a  point  to  build  facilities  necessary  to  supply  any  new  market  which  it  was  able 
to  create.  Contrary  to  this  position,  the  Attorney  General  criticizes  us  m  his 
report  to  Congress,  under  date  of  September  11,  1945,  for  not  having  created 
sufficient  facilities  to  meet  the  unprecedented  demands  of  war.  It  seems  to  be 
one  of  those  cases  where  Alcoa  is  wrong  no  matter  what  it  does. 

Is  it  true,  as  asserted,  that  a  prospective  competitor  would  meet  ruthless 
competition  from  Alcoa?  The  district  court  which  heard  many  of  Alcoa's  com- 
petitors testify  on  this  subject,  said,  in  its  opinion : 

"The  astonishing  thing  is  the  great  number  of  witnesses  who  appeared  on  the 
stand,  competitors  as  well  as  customers  of  Alcoa,  who  have  completely  exculpated 
Alcoa  from  blame  and  have  praised  its  fairness  as  well  as  its  helpfulness  to  the 
aluminum  industry." 

The  court  further  found : 

"A  further  consideration  favorable  to  the  competitive  position  of  the  Aluminum 
Co.  of  America  in  the  manufacture  of  virgin  aluminum  in  the  United  States  at 
all  times  since  February  2,  1909,  has  been  its  consistent  policy  of  helpfulness  to 
competitors  and  customers  alike.  The  benefits  of  its  research  organization  and 
its  engineering  and  technical  staff  have  been  made  available  generally  to  com- 
petitors and  customers  and  without  cost  to  them.  Aluminum  Co.  of  America  has 
followed  the  practice  of  exhibiting  and  explaining  to  competitors  and  customers 
its  equipment  and  manufacturing  technique  and  has  passed  on  to  such  persons 
the  benefits  of  its  experience,  all  without  charge  to  them." 

Why  not  tell  prospective  lessees  or  purchasers  of  Government  plants  that 
Alcoa's  record  is  as  above  described? 

Summary 

Everyone  realizes  the  viciousness  of  subsidizing  a  private  operator  with  public 
funds.  It  is  not  only  a  waste  of  the  taxpayers'  money,  it  is  a  diversion  of  public 
money  to  private  use.  Everyone  realizes  that  he  who  i)ays  the  piper  will  call 
the  tune.  If  the  Reconstruction  Finance  Corporation  subsidizes  the  operators 
of  Government  plants,  it  will  control  their  raw  materials,  their  manufacturing 
costs,  and  their  sales  programs.  Through  these  subsidized  private  operators, 
the  Reconstruction  Finance  Corporation  will  also  largely  control  the  policies  of 
the  competitors  of  such  subsidized  operators. 

Subsidies  are  wholly  unnecessary  in  the  aluminum  industry.  Raw  materials 
are  available  in  unlimited  quanties  at  competitive  prices.  The  manufacture  of 
aluminum  is  not  controlled  either  by  patents  or  secret  processes.  Government- 
owned  facilities  represent  the  last  word  in  efficient  equipment.  Government-owned 
plants  form  the  largest  single  aluminum  enterprise  in  the  world.  They  are  ad- 
mittedly in  good  balance  and  capable  of  operation  on  a  competitive  basis.  The  fact 
that  Alcoa  offered  to  buy  several  of  these  proi)erties  without  benefit  of  sub- 
sidy or  other  favor  and  operate  them  in  competition  with  its  own  plants,  with  the 
facilities  of  Reynolds  Metals  Co.,  01  in  Corp.,  the  foreign  producers,  and  whoever 
niight  obtain  other  Government  plants  is  a  most  convincing  demonstration  that 
subsidies  are  not  needed.  Subsidies  are  being  sought  by  interests  which  are  out 
tor  all  they  can  get.  Of  course  they  will  claim  an  inability  to  operate  without 
subsidies  as  long  as  there  is  a  chance  that  anyone  is  gullible  enough  to  believe  it 
and  argue  their  case  for  them  in  a  report  to  Congress. 
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If  the  present  plan  should  be  withdrawn  for  further  study  and  you  should 
desire  to  include  us,  with  other  representatives  of  industry,  in  your  discussions 
and  in  the  preparation  of  a  workable  disposal  program,  we  shall  welcome  the  op- 
portunity to  cooperate  with  you.  You  will  recall  that  it  was  the  recommendation 
of  the  Circuit  Court  of  Appeals  for  the  Second  Circuit  that  your  disposal  program 
should  not  be  prepared  ex  parte  but,  rather,  after  consultation  with  all  whose 
interests  were  involved,  including  Alcoa.  We  cannot  help  ^"t  feel  t^f , J^^ 
indefensible  subsidy  program  has  resulted  largely  from  the  fact  that  the  advice 
of  the  court  was  not  followed.  ,     ^       ,  r. 

In  view  of  the  fact  that  the  report  of  the  Surplus  Property  Board  was  sub- 
mitted to  Congress  and  widely  publicized  in  the  press,  facilitated  by  a  press 
release,  we  are  making  copies  of  this  letter  available,  insofar  as  possible,  to  the 
same  parties. 

Yours  very  truly,  Aluminum  Co.  op  America, 

By  J.  R.  D.  Huston,  Secretary. 

(The  appendix  to  Mr.  Huston's  letter  is  as  follows:) 

Appendix 

some  basic  facts  about  the  aluminum  industry 

A.  Proportion  of  United  States  aluminum  industry  owned  ly  Government 

The  United  States  Government  has  $672,000,000  invested  in  50  wholly  owned 
aluminum  plants  and  $30.000,0C0  more  in  other  aluminum  facilities,  title  to  which 
isTeldTlmost  entirelTby  Reconstruction  Finance  Corporation  By  contrast, 
Alcol^s  neMnvestment  in  plants  and  facilities-much  older  on  the  average  than 
tiie  Government  properties-is  to  be  $474,000,000,  a  substantial  portion  of  it  bor- 

'"'^ThisTnveTtmeiit  gives  the  Government  the  ownership  of  a  controlling  segment 
of  the  aluminum  industry  of  the  United  States,  as  is  shown  by  the  following 
table  reproduced  from  the  report  of  the  Surplus  Property  Board : 


Product 


Alumina  from  bauxite. 

Alumina  from  other  ores — 

Primary  aluminum 

Sheet,  strip,  and  plate 

Rolled  rod  and  bar. - 

Tubing-. 

Forgings 

Castings:  .         ,.   ^     v.    ^  n 

Sand  (excludmg  cylmder  heads).. 


Percentage 
of  entire 
United 
States 
capacity 
owned  by 
the  Gov- 
ernment 


52.2 
100.0 
57.9 
40.5 
44.3 
15.8 
44.7 

10.3 


Product 


Castings— Continued 
Permanent  mold.. 
Cylinder  heads — 

Extrusions: 

Rod  and  bar 

Shapes.-- 

Tube  blooms 

Rivets 

Powder. 


Percentage 
of  entire 
United 
States 
capacity 
owned  by 
the  Gov- 
ernment 


4.0 
69.4 

59.2 
45.4 
20.0 
25.1 
69.3 


NOTB.-Everyone  concedes  that  these  facilities  are  modem  in  every  respect  and  in  good  balance. 
B.  Otvnership  of  aluminum  smelting  facUities  in  the  United  States 


United  States  Government. 

Reynolds  Metals  Co 

Alcoa - 


Total. 


Productive 
capacity 


Pounds 
1. 360, 752, 000 
161,  730, 000 
828. 127, 000 


2, 350, 609, 000 


Percentage 

of  total 

capacity 


57.9 

6.9 

35.2 


100.0 


Source.-These  figures  are  taken  from  the  report  of  the  Surplus  Property  Board,  page  94. 
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C.  Ownership  of  aluminum  smelting  facilities  in  the  United  States  capable  of 

fully  competitive  operation 


United  States  Government 

Reynolds  Metals  Co 

Alcoa. -- 

Total -. 


Maximum 

economical 

capacity 


Pounds 
552, 000, 000 
162, 000, 000 
650, 000, 000 


1,364,000,000 


Percentage 

of  total 

capacity 


40.4 

11.9 
47.7 


100.0 


Source. — These  figures  in  tabulation  C  are  taken  from  the  report  of  the  Surplus  Property 
Board,  p.  33,  except  that  the  small  Tacoma  plant  is  added  to  the  Government's  facilities 
because  of  the  recognition  elsewhere  (pp.  29-30)  that  the  plant  in  proper  hands  should  be 
capable  of  competitive  operation ;  and  Alcoa's  capacity,  like  the  Government's,  is  reduced 
by  eliminating  wartime  capacity  that  was  only  possible  on  the  basis  of  wholly  uneconomi- 
cal power  and  other  productive  facilities  utilized  in  wartime  because  of  the  urgency  of 
obtaining  maximum  production  regardless  of  cost. 


• 

D.  World  aluminum  productive  capacity 
[In  metric  tons] 

Productive 
capacity 

Percentage 

of  total 

capacity 

U.  S.  Government 

606,300 

389,200 

1, 577, 100 

23.5 

Alcoa  -.      -  

15.1 

Others     .                                                        -                   -        

61.4 

Total. 

2, 572, 600 

100.0 

Source.-These  figures  are  taken  from  the  report  of  the  Surplus  Property  Board,  pp.  88-89, 93. 

Despite  these  undisputed  figures,  prospective  purchasers  of  the  Government- 
owned  aluminum  smelting  plants  are  repeatedly  warned  that  Alcoa  controlled 
64  percent  of  the  primary  aluminum  capacity  of  the  world  in  1944  by  the 
legerdemain  of  treating  the  United  States  Government-owned  aluminum  smelting 
plants  as  though  they  belonged  to  Alcoa  and  by  adding  to  this  distorted  figure 
the  productive  capacity  of  Aluminum,  Ltd. — which  we  believe  is  erroneously 
computed — on  the  oftrepeated  pretext  that  Aluminum,  Ltd.,  is  an  "aflaiiate"  of 
Alcoa,  althoufifh  the  Federal  courts  held  exactly  the  contrary  in  the  Alcoa  anti- 
trust action  after  exhaustive  investigation  of  the  charge. 

E.  World  bauxite  reserves 
[In  metric  tons] 


United  States 

Dutch  Guiana.- 

Remainder  of  Western  Hemisphere 
Reserves  elsewhere 

Total - - -. 


Reserve 
capacity 


35,000,000 

64,000,000 

185, 000, 000 

882,000,000 


1,056,000,000 


Percentage 
of  reserve 
capacity 


3.S 

5.1 

17.6 

74.1 


100.0 


Source.-These  figures  are  taken  from  the  report  of  the  Surplus  Property  Board,  pages  132-133. 

Alcoa  owns  no  reserves  except  in  the  United  States  and  Dutch  Guiana.  It  is 
Impossible  to  estimate  either  Alcoa's  tonnage  of  reserves  in  Dutch  Guiana  or 
their  percentage  of  the  total,  due  to  the  limited  extent  of  geographic  and  geologi- 
cal exploration  and  the  fact  that  much  of  the  country  is  covered  by  dense  jungle. 
The  reserves  of  high-grade  bauxite  in  the  United  States  are  estimated  by  yon 
to  be  no  more  than  5,000,000  to  7,000,000  tons,  which  is  not  more  than  a  2-year 
supply  for  peak  war  requirements.  As  early  as  1940,  Alcoa  owned  less  than  half 
of  these  dwindling  Arkansas  reserves,  a  tonnage  which  would  be  exhausted  ia 
8  years  at  Alcoa's  1939  rate  of  aluminum  production. 
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MR.  WILSON  ANSWERING  ATTORNEY  GENERAL  SAYS  APPEAL  TO  CONGRESS  TO 
DISSOLVE  ALCOA  IS  NOT  AN  APPEAL  TO  ENFORCE  ANTITRUST  LAWS 

Mr  Wilson.  I  would  like  to  make  a  few  comments  on  the  Attorney 
General's  report,  in  that  I  would  not  want  him  to  feel  that  we  had 
slighted  him  by  giving  Mr.  Symington  a  printed  report  and  paying  no 
attention  to  his,  and  I  will  not  take  but  a  moment. 

(Note.— Page  citations  in  Mr.  Wilson's  comment  on  Attorney  Ijen- 
eral's  report  are  page  numbers  as  contained  in  Attorney  Generals 
report  to  Senate,  September  19, 1945,  Doc.  No.  94.)  ^       ,^.  i 

Mr  Wilson.  A  drastically  lowered  price  of  aluminum  and  multiple 
sources  of  supply  are  the  twin  prerequisites  of  a  postwar  aluminum 
market  sufficient  to  absorb  the  output  of  the  privately  and  publicly 
owned  aluminum  plants  (pp.  45-47),  according  to  the  report  ot  the 
Attorney  General  under  date  of  September  11, 1945.  He  points  to  large 
postwar  markets  (pp.  49-57)  which  he  asserts  can  absorb  from  two  or 
three  and  one-half  billion  pounds  of  aluminium  m  the  automotive  in- 
dustry alone  (p.  49)  if  these  conditions  are  met.  He  mentions  10  cents 
a  pound  as  the  selling  price  of  aluminum  required  by  one  automobile 
manufacturer  (p.  47) ,  4  cents  a  pound  less  than  the  present  price  ot  pig 
aluminum  and  approximately  half  the  prewar  price.  The  Attorney 
General  would  bring  about  the  desired  competitive  situation  by  break- 
ing up  Alcoa  into  a  series  of  smaller  companies,  apparently  on  some 
theory  of  regional  clusters  of  plants  (pp.  74-77).  These  new  com- 
panies and  Reynolds  Metals  Co.  would  each  be  expected  to  purchase 
Government-owned  facilities  in  the  region  (pp.  76-77)  to  the  end  that 
there  might  ultimately  be  created  what  is  described  as  "clusters  of  small 
enterprises  making  finished  aluminum  products  *  *  *  around 
these  cores  of  basic  production"  (p.  66) .  ,  i?      .u 

The  appeal  to  Congress  to  dissolve  Alcoa  is  not  an  appeal  tor  the 
enforcement  of  the  antitrust  laws.  That  function  has  been  entrusted 
to  the  courts  under  our  system  of  Government  and  has  been  discharged 
by  them  with  singular  fidelity  through  the  years.  The  courts  have 
only  recently  passed  upon  the  issue  of  whether  Alcoa  is  a  monopoly 
and  have  decided  that  it  is  not,  with  respect  to  bauxite,  alumina,  water 
power  and  each  and  every  one  of  the  fabricated  form  of  aluminum. 
Only  in  the  field  of  aluminum  smelting  was  Alcoa  held  to  have  had  a 
monopoly  in  1940  when  its  percentage  of  the  domestic  market  was  some 
90  percent  of  the  total.  This  was  before  Reynolds  Metals  Co.  entered 
the  field.  The  couit  directed  that  dissolution  should  not  be  considered 
until  the  Surplus  Property  Board  had  disposed  of  the  Government- 
owned  aluminum  plants  and  the  district  court  given  an  opportunity 
to  evaluate  the  competition  in  aluminum  smelting  offered  by  the 
Reynolds  Metal  Co.,  by  the  operators  of  the  Government-owned  plants, 
and  by  the  foreign  producers.    The  court  explained  that : 

Dissolution  is  not  a  penalty  but  a  remedy ;  if  the  industry  will  not  need  it  for 
its  protection,  it  will  be  a  disservice  to  break  up  an  aggregation  which  has  for  so 
long  demonstrated  its  eflSciency. 

The  Attorney  General  is  recommending  the  dissolution  of  Alcoa  be- 
cause it  is  the  lowest  cost  producer  in  the  industry.  If  that  is  not  his 
reason,  he  is  appealing  to  Congress  to  supersede  our  courts  which  have 
already  passed  upon  the  monopoly  question.  We  know  that  the  At- 
torney General  is  not  trying  to  supplant  the  courts  on  the  monopoly 
question.  We  know  with  equal  certainty  that  he  is  asking  for  a  sen- 
tence of  corporate  death  on  Alcoa  for  the  unique  reason  that  it  is  so 


efficient  and  such  a  low-cost  producer  that  it  will  be  quicker  and  easier 
to  break  up  the  enterprise  than  to  find  another  company  willing  to 
spend  the  time  and  money  necessary  to  create  an  equally  integrated 
low-cost  operation.  We  know  that  this  is  his  position  because  he  says 
so  (pp.  74^77).  He  points  to  Alcoa's  bauxite,  to  its  hydroelectric 
plants,  to  its  fleet  of  ships  that  bring  imported  bauxite  to  the  United 
States  and  to  the  well-chosen  location  and  size  of  Alcoa's  plants  as 
serious  competitive  obstacles  (pp.  58-66).  He  labors  the  question  of 
comparative  costs  (A35-58)  by  contrasting  Alcoa's  privately  owned 
plants  between  1926  and  1937  ( A58)  with  the  artificially  high  wartime 
costs  in  the  Government-owned  plants  (A48-56).  Just  why  Alcoa's 
own  wartime  costs  are  not  used  as  the  basis  of  comparison  is  not  ex- 
plained. The  Attorney  General  nowhere  states  that  another  company 
could  not  do  what  Alcoa  has  done;  he  simply  argues  that  it  would  be 
shorter  and  easier  to  break  up  Alcoa  than  to  build  up  another  company 
capable  of  competing  in  bauxite,  ships,  railroads,  fluorspar  mines  and 
electrical  transmission  lines  (p.  74). 

The  report  argues  that  unless  Alcoa  is  broken  up  it  can  manufacture 
aluminum  in  the  postwar  years  at  a  mill  cost  of  between  7  and  8  cents 
a  pound.  This  is  before  depreciation,  overhead,  and  taxes,  and  after 
deducting  subsidiary  profits  accruing  out  of  the  company's  fully  inte- 
grated operation  ( A45-46,  58) .  If  this  figure  is  correct  it  is  apparent 
that  when  depreciation,  overhead,  taxes,  and  selling  and  shipping 
expenses  are  added,  it  will  be  difficult  to  sell  aluminum  pig  or  ingot 
at  10  cents  per  pound  in  the  foreseeable  future.  It  will  be  plainly 
impossible  if  Alcoa  is  to  be  dissolved,  its  fully  integrated  position  de- 
stroyed, its  operating  efficiency  impaired  and  that  impairment  aggra- 
vated by  the  requirement  that  the  small  units  which  have  been  broken 
off  from  the  parent  absorb  contiguous  Government-owned  facilities 
for  the  purpose  of  creating  clusters  of  small  enterprises.  This  plan 
will  necessarily  involve  a  marked  increase  in  costs  and  selling  prices 
because  it  will  require  production  at  plants  which  the  Attorney  Gen- 
eral contends  have  higher  costs  than  Alcoa's  and  it  will  destroy  much 
of  the  operating  economy  that  now  flows  from  Alcoa's  integrated 
operation. 

Thus  the  Attorney  General  makes  a  complete  circle.  He  starts  with 
the  premise  that  markets  can  only  be  created  by  lowering  even  the 
present  low  prices  of  aluminum.  Arguing  that  the  Government  plants 
cannot  compete  with  Alcoa  even  at  the  present  price  structure,  he 
would  break  up  Alcoa  in  order  to  put  Government  plants  on  a  parity 
with  it.  This  required  merging  of  the  efficient  with  the  inefficient,  the 
high-cost  with  the  low-cost,  and  the  artificial  severance  of  the  com- 
posite unit  into  a  number  of  regional  clusters  of  small  enterprises 
necessarily  results  in  higher  prices  both  because  of  the  inclusion  of  the 
higher  cost  operations  and  because  of  the  destruction  of  Alcoa's 
integrated  operation.  These  higher  costs  will  defeat  the  possibility 
of  achieving  the  enlarged  aluminum  market  that  the  Attorney  Gen- 
eral recognizes  as  required  to  utilize  the  present  aluminum  facilities 
of  the  Government,  Reynolds  Metals  Co.,  and  Alcoa. 

TRUE  ROAD  TO  CX)BfPETrnON  I&  NOT  TO  BREAK  UP  ALCOA  BUT  TO  FIND  OTHERS 
WHO  ARE  "wnXING  TO  DO  WHAT  ALCJOA  HAS  DONE" 

The  true  road  to  competition  lies  not  in  breaking  up  Alcoa,  but  in 
finding  someone  who  is  willing  to  do  what  Alcoa  has  done,  namely  to 
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invest  money,  time,  enterprise,  and  imagination  in  the  creation  of  an 
organization.  The  raw  materials  are  readily  available,  the  manufac- 
turing process  is  unpatented  and  well  known  and  markets  are  avail- 
able to  those  who  are  willing  to  put  the  necessary  research  and  industry 
into  their  creation.  The  Reynolds  Metals  Co.  has  proven  that  it  can 
be  done  today  as  well  as  50  years  ago.  Judge  Francis  G.  Caffey  sum- 
marized the  matter  in  this  way  (p.  306)  in  the  antitrust  case: 

♦  *  *  anyone  possessing  the  four  cardinal  tangible  elements  of  intelligence, 
industry,  courage,  and  money  or  credit  is  and  has  been  able,  with  confidence,  to 
go  into  the  production  of  virgin  aluminum.  Anyone  in  the  United  States  out- 
fitted with  the  four  prerequisites  I  have  mentioned  is  now  free,  and,  since  the 
expiration  of  the  Bradley  patent  in  1909,  has  been  free,  to  produce  virgin  alum- 
inum. AH  such  a  person  needs,  or  for  30  years  past  has  needed,  in  addition  are 
bauxite  *  ♦  *  and  water  power  *  ♦  ♦.  No  one  stands  in  his  way  or, 
so  far  as  has  been  shown,  unless  armed  with  a  patent  has  ever  stood  in  his  way 
of  obtaining  eitheir  bauxite  or  water  power  or  of  his  producing  aluminum  there- 
from. He  may  encounter  competition  in  buying  bauxite  or  water  power,  but 
such  competition  is  unobjectionable. 

In  closing,  I  would  merely  like  to  repeat  what  I  said  before  the  Small 
Business  Committee.  I  will  quote  from  the  interim  report  which 
quotes  from  my  testimony : 

Alcoa  believes  that  the  policy  with  respect  to  the  retention  or  disposal  of 
Government-owned  aluminum  plants  should  be  determined  by  the  Congress  on 
the  basis  of  what  is  best  for  the  people  of  the  United  States.  The  money  that 
built  these  plants  was  supplied  by  the  taxpayers  as  part  of  the  war  effort.  These 
plants  are  now  devoted  to  war  purposes  and  must  continue  to  be  so  used  as  long 
as  necessary.  After  that  they  should  be  used  for  the  development  of  an  expand- 
ing economy  that  will  provide  their  share  of  the  jobs  necessary  to  keep  America 
prosperous.  Insofar  as  Alcoa  can  fit  into  any  such  program  that  is  decided  upon 
by  Congress,  Alcoa  will  do  so.  Whenever  and  to  the  extent  that  Alcoa  cannot 
be  of  help,  then  Alcoa  will  step  aside. 

Senator  McClellan.  I  know  the  hour  is  late,  but  I  want  to  ask  some 
questions  along  the  line  that  I  asked  of  Mr.  Symington  and  others. 
Senator  O'Mahoney.  Very  well.  Senator  McClellan. 

MANNER  OF  CLOSING  ARKANSAS  PLANTS  QUESTIONED  BY 

SENATOR  MC  CLELLAN  . 

Senator  McCleli^n.  I  am  very  much  interested  in  trying  to  de- 
termine why  it  hasn't  been  possible  to  keep  the  aluminum  and  alumina 
plants  in  Arkansas  in  operation  during  this  interim  period. 

I  will  preface  my  questions  by  saying  in  the  first  place  that  I  think 
both  Alcoa  and  the  Surplus  Property  Board  or  the  Defense  Plant 
Corporation  owed  some  duty  to  those  communities  and  to  the  country, 
to  the  welfare  of  the  country,  to  keep  these  plants  open  and  operating 
during  this  interim  period. 

I  would  first  like  to  ask  you  whether  you  had  any  notice  of  the  can- 
cellation of  this  contract  from  the  Surplus  Property  Board  or  the 
Defense  Plant  Corporation  prior  to  the  time  that  you  received  the 
letter  notifying  you  of  cancellation?    Did  Alcoa  have  any  previous 

notice? 

Mr.  Wilson.  The  question  as  to  whether  a  cancellation  notice  would 
be  sent  to  Alcoa  was  discussed  with  some  Alcoa  representatives,  and 
we  understood  it  would  not  be  sent  until  the  matter  could  be  discussed 
further.  We  expected  that,  but  before  we  had  any  such  discussion,  a 
cancellation  notice  was  received  by  us. 

Senator  McClellan.  Was  there  any  time  prior  to  the  cancellation 


notice  when  there  was  any  discussion  between  you  or  your  representa- 
tives  and  either  of  these  Government  agencies,  the  Surplus  Property 
Board  or  the  Defense  Plant  Corporation,  with  respect  to  what  agree- 
ment  you  might  reach  or  upon  what  terms  you  might  be  able  to  keep 
these  plants  operating  in  the  event  a  cancellation  notice  was  given  I 

Mr.  Wilson.  No,  sir;  not  at  all. 

Senator  McClellan.  Were  you  ever  approached  by  either  of  these 
agencies  in  any  way  with  respect  to  the  terms  of  an  interim  operation 
prior  to  the  time  that  they  gave  the  notice  and  said  they  would  modity 
the  contract  and  lease  it  on  a  year's  basis  subject  to  a  60-day  cancella- 
tion clause?  .  ,11.        .  1  •  i.1,^ 

Mr.  Wilson.  No.    The  first  indication  we  had  of  anything  was  the 

formal  notice  of  cancellation.  .  wi       j-j 

Senator  McClellan.  When  you  got  the  notice  and  they  did  say  in 
the  letter  that  they  were  anxious  that  the  plants  might  be  kept  oper- 
ating and  offered  you  the  terms  and  conditions  of  a  year  s  lease  with 
60  days'  cancellation,  did  you  then  make  any  effort  to  reach  any  agree- 
ment with  them  by  which  the  plants  might  be  kept  operating. 

Mr.  Wilson.  It  was  discussed  with  their  counsel  merely  in  passing. 
There  was  no  what  I  would  call  negotiations  in  regard  to  it. 
Senator  McClellan.  What  was  your  objection  in  regard  to  the 

60-day  provision?  ,     ,  ,.,     -rx      •  ^*i 

Mr.  Wilson.  We  could  not  get  out  of  a  plant  like  Hurricane  Cr«ek 

in  a  60-day  period.  .  ,^         o 

Senator  McClellan.  Well,  you  are  getting  out,  aren  t  you  ? 

Mr.  Wilson.  We  are  not  getting  out  because  after  they  had  can- 
celed, and  we  shut  the  plant  down  and  started  to  ship  out  our  materials 
that  were  in  the  plant,  they  offered  to  buy  them.  So  that  permits  us 
to  vacate  as  long  as  we  do  leave  our  materials  there. 

After  giving  us  the  cancellation  notice  by  which  we  were  to  vacate 
the  property  within  60  days,  they  telegraphed  and  asked  would  we  sell 
them  the  materials  and  supplies  at  the  plants. 

I  called  Mr.  Husbands  to  find  out  what  of  the  materials  and  supplies 
they  proposed  to  buy,  and  as  I  put  it  to  him,  "You  kick  us  out  bag  and 
baggage,  and  now  you  just  want  to  kick  us  out  and  keep  our  baggage; 
is  that  right?" 

And  he  said,  "Yes ;  that  is  it."  . 

But  we  couldn't  have  gotten  our  baggage  out  m  60  days,  if  i  may 
continue  the  metaphor.  ^ 

Senator  McClellan.  Assuming  that  that  is  correct,  that  you  couldn  t 
close  up  the  plant  in  60  days,  and  take  your  baggage  with  you,  using 
that  expression,  did  you  make  any  counterproposal  with  respect  to  the 
length  of  time  you  could  do  that,  in  an  effort  to  keep  the  plants  oper- 
ating during  this  interim  period.  i  -»-- 

Mr.  Wilson.  It  was  discussed,  as  I  say,  between  counsel,  and  Mr. 
Hickman  was  our  representative.    He  can  better  tell  you  first-hand. 

Senator  McClellan.  I  want  to  determine  why  these  plants  are  now 
closed  and  not  operating,  as  far  as  I  can,  and  where  the  fault  lies. 

Mr.  Hickman.  I  had  two  conferences,  one  with  Mr.  Goodloe  and  on 
the  next  day  with  Mr.  Goodloe  and  Mr.  Cox,  representing  the  Kecon- 
struction  Finance  Corporation,  and  the  Surplus  Property  Board.  Both 
of  these  conferences  were  the  week  after  the  notice  of  cancellation  had 
been  given. 
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Along  with  the  notice  of  cancellation  was  an  informal  letter  dated 
August  30,  which  is  set  forth  at  page  130  of  the  printed  report  of  the 
Surplus  Property  Board  which  Mr.  Goodloe  gave  to  Mr.  Davis.  In 
that  letter  he  made  this  statement,  and  I  am  quoting  from  the  report : 

We  are  perfectly  willing,  and  indeed  are  anxious,  to  discuss  the  matter 
with  you — 

that  is  this  cancellation  notice — 

and  your  attorneys,  and  if  possible  to  adjust  the  whole  matter  on  an  amicable 
basis. 

Senator  McClellan.  That  is  how  long  after  the  notice  was  given? 

Mr.  Hickman.  This  statement  was  sent  concurrently  with  the  notice 
of  cancellation.  This  was  a  more  or  less  informal  private  letter  to 
Mr.  Davis.  I  followed  it  up  the  next  week.  That  was  3  or  4  days 
afterward,  before  we  had  accepted  the  letter  of  cancellation. 

I  went  over  to  Mr.  Goodloe's  office  and  called  attention  to  that 
sentence.  I  said,  "We  are  just  as  anxious  as  you  are  to  work  things 
out  on  an  amicable  basis.    What  was  on  your  mind  ?" 

Senator  O'Mahoney.  May  I  interrupt  to  ask  when  you  use  the 
phrase  "more  or  less  private,"  do  you  mean  to  intimate  that  it  was 
not  an  official  letter  ? 

Mr.  Hickman.  Oh,  no.  If  you  look  at  it,  you  will  see  it  is  written 
01*  a  cordial,  personal  basis,  but  it  was  an  official  letter. 

Senator  O'Mahoney.  Of  course  the  impression  I  got  yesterday  from 
the  testimony  that  was  offered  then  was  that  the  Government,  in  self- 
protection,  was  rather  compelled  to  send  the  cancellation,  and  then 
wanted  to  negotiate. 

Mr.  Hickman.  I  just  want  to  tell  the  Senator  what  the  conver- 
sation was. 

Senator  McClellan.  The  legal  notice  was  in  legal  form  and  effect. 

Mr.  Hickman.  Yes ;  and  thpre  was  this  informal  letter  to  the  effect 
that  they  would  be  glad  to  discuss  the  matter  with  us  and  our  attor- 
neys, and  if  possible  adjust  the  whole  matter  on  an  amicable  basis. 

Mr.  GoLDscHMiDT.  May  I  ask  a  question,  Mr.  Chairman? 

Senator  O'Mahoney.  Mr.  Goldschmidt. 

Mr.  Goldschmidt.  At  the  time  you  saw  Mr.  Goodloe,  following  the 
letter  that  accompanied  the  notice,  had  you  already  begun  shutting 
down  those  plants  ? 

Mr.  Hickman.  No;  we  had  not.  That  whole  question  was  wide 
open  at  that  time. 

Mr.  Goldschmidt.  In  other  words,  there  had  been  no  shutdown  at 
all  of  the  Government-owned  plant  operated  by  Alcoa,  and  the  pot 
lines  were  still  being  operated  by  Alcoa  before  the  conversations 
between  you  and  these  representatives  ? 

Mr.  Hickman.  Yes ;  that  is  right. 

Mr.  Anderson.  I  thought  Mr.  Wilson  testified,  in  answer  to  a  ques- 
tion I  raised  earlier,  or  I  am  sure  someone  did  who  had  responsibility, 
that  there  was  a  partial  shut-down  that  had  occurred  during  the  sum- 
mer months.  I  know  that  we  in  the  Small  Business  Committee  had 
been  fighting  hard  at  various  times  during  the  spring  and  summer  to 
get  the  Troutdale  pot  lines  reopened. 

Mr.  Hickman.  That  wasn't  the  question  asked  down  here. 


Mr.  Goldschmidt.  My  question  was  this,  Mr.  Anderson :  Let's  just 
get  it  as  a  matter  of  dates.  On  what  date  did  you  shut  down  the 
Jones  Mills  plant,  or  turn  off  the  power  at  the  Jones  Mills  plant? 

Mr.  Wilson.  I  would  say,  and  I  am  going  from  memory  now,  that 
it  was  September  9  or  10. 

Mr.  Goldschmidt.  It  was  a  Friday  or  Saturday  ? 

Mr.  Wilson.  I  would  have  thought  it  was  a  Sunday.  Sunday  was 
the  9th,  and  it  was  within  that  week  end.  I  don't  want  to  testify  that 
it  was  the  8th,  9th,  or  10th,  but  I  think  it  was  one  of  those  3  days. 

Mr.  Hickman.  My  first  conversation  with  Mr.  Goodloe  in  an  effort 
to  find  an  amicable  basis  was  on  Thursday,  September  6,  and  I  started 
out  by  calling  his  attention  to  this  expression  of  good  will  in  this  letter 
to  Mr.  Davis,  and  his  desire  to  adjust  the  whole  matter  on  an  amicable 
basis. 

I  said  we  were  in  accord  with  that,  and  asked  what  general  basis  or 
program  he  had  in  mind.  He  said,  "Well,  unfortunately,  I  don't  have 
anything  in  mind,  because  the  Attorney  General  has  told  us  that  we 
cannot  deal  wilh  you  folks  on  any  permanent  basis,  and  our  program 
has  got  to  be  to  get  you  folks  out  of  the  plants  in  order  to  be  able 

to  sell." 

Senator  McClellan.  At  that  time,  did  he  make  any  proposition  at 
all  about  your  continuing  to  operate  these  plants  during  the  interim 
period  ? 

Mr.  Hickman.  No;  that  matter  wasn't  discussed  at  that  time. 

Senator  McClellan.  You  didn't  discuss  it  or  offer  to  discuss  it, 
and  neither  did  he? 

Mr.  Hickman.  I  was  trying  to  find  out  what  possible  basis  of  adjust- 
ment there  was,  and  I  came  back  with  the  information — which  was 
news  to  us  at  that  time — that  the  Attorney  General  had  ruled  in  an 
opinion  we  hadn't  seen  then,  that  Alcoa  was  not  to  be  considered  in 
any  disposal  program,  and  that  it  was  to  be  the  policy  of  the  Surplus 
Property  Board  to  get  us  out  of  the  plants. 

Mr.  Berge.  That  is,  the  Attorney  General's  ruling  was  that  Alcoa 
was  not  to  be  considered  for  any  permanent  operation  ? 

Mr.  Hickman.  That  is  right,  and  as  a  result  of  that  ruling,  the 
Surplus  Property  Board  was  adopting  the  policy  reflected  in  this  notice 
of  cancellation  to  get  us  out  of  the  plant  to  put  them  in  the  position  of 
being  able  to  sell  to  other  people. 

Senator  O'Mahoney.  Isn't  it  a  fact  that  if  the  order  of  cancellation 
had  not  been  sent  at  that  time,  the  Government  then  would  have'been 
unable  to  protect  itself  during  the  remainder  of  the  term  of  the  lease  ? 

Mr.  Hickman.  That  is  pure  speculation  on  what  the  rate  of  opera- 
tions would  have  been  during  the  remainder  of  the  lease.  They  might 
or  might  not  have  been  able  to  cancel  later. 

Senator  O'Mahoney.  So  the  judgment  of  the  RFC  and  of  the 
Defense  Plant  Corporation  was  that  it  was  obligated  to  act,  but  it  did 
want  to  make  a  temporary  arrangement  with  Alcoa,  and  Alcoa  was  not 
interested  in  making  a  temporarjr  arrangement? 

Mr.  Hickman.  I  will  just  explain  the  facts : 

That  first  day  I  found  out  that  there  was  no  over-all  basis  on  which 
the  mater  could  be  adjusted  amicably  because  of  this  policy  which  was 
for  the  first  time  revealed  to  us. 
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I  came  back  and  reported  that  to  our  people,  and  we  decided  that 
under  the  circumstances,  due  to  the  fact  we  were  to  be  kicked  out  bag 
and  baggage,  that  there  was  nothing  to  do  but  acquiesce. 

Senator  O'Mahonet.  You  are  talking  about  the  permanent  policy  ? 

Mr.  Hickman.  That  is  right. 

Senator  O'Mahoney.  I  am  talking  about  the  temporair  policy. 

Mr.  Hickman.  There  had  been  no  discussion  about  the  temporary 
policy  that  first  day. 

Mr.  Bebge.  You  say  you  didn't  know  about  the  Attorney  General's 
policy  until  this  conversation  of  September  6th  ? 

Mr.  Hickman.  I  knew  of  no  letter.  I  wasn't  surpri^d  at  your 
policy.    I  knew  your  attitude  for  a  long  time. 

Mr.  Berge.  I  am  informed,  but  I  h'^ven't  seen  the  testimony,  that 
one  of  your  representatives,  I  believe  Mr.  Hall,  testified  at  hearings  at 
Spokane  in  August,  that  it  was  your  understanding  that  the  Attorney 
General  wouldn't  permit  these  sales,  and  that  was  about  the  21st  of 
August.  , 

Mr.  Hall.  That  was  hearsay. 

Mr.  Hickman.  We  had  heard  reports. 

I  should  perhaps  say  that  on  that  date,  I,  for  the  first  time,  got 
confirmation  that  the  policy  had  actually  been  promulgated.  That 
convinced  us  that  there  was  nothing  to  do  but  acquiesce. 

Senator  O'Mahoney.  One  fact  is  standing  out  here  clear  as  a  pipe- 
stem  and  that  is  that  on  the  record  Defense  Plant  and  RFC  were 
willing  to  make  temporary  contracts,  interim  contracts,  and  you  were 
not. 

Mr.  Hickman.  Let  me  just  come  to  that. 

Senator  O'Mahoney.  Isn't  that  true? 

Mr.  Hickman.  On  the  basis  that  they  proposed,  we  were  not.  Let 
me  tell  you  what  happened. 

Senator  O'Mahoney.  They  said  in  the  letter  that  they  were  anxious 
to  come  to  an  amicable  agreement  with  you.  • 

Mr.  Hickman.  And  we  answered  in  our  letter,  and  one  is  about  as 
self-explanatory  as  the  other.    We  couldn't  do  it  on  that  basis. 

When  I  took  them  the  letter  the  next  day,  telling  them  we  acqui- 
esced in  their  cancellation,  there  was  a  discussion  for  the  first  time 
about  whether  our  position  would  be  different,  if  that  60-day  period 
were  negotiated  to  some  period  between  60  and  120  days,  and  I  said, 
"No,  that  would  make  no  difference." 

Any  short-time  proposition  like  that  we  feared  would  be  a  losing 
proposition.  ^  • 

Mr.  Anderson.  What  do  you  mean  by  a  losing  proposition? 

Mr.  Hickman.  I  am  glad  of  a  chance  to  explain  that.  Under  the 
DPC  leases,  if  we  had  lost  on  that  interim  operation,  the  losses  would 
have  been  borne  by  Alcoa,  if  you  please,  out  of  its  previous  profits 
from  the  operation  of  that  plant. 

Mr.  Anderson.  What  do  you  mean  by  "if  you  had  stood  a  loss  dur- 
ing that  interim  period"? 

Mr.  Hickman.  I  mean  that  under  the  terms  of  the  leases  any  losses 
were  not  paid  in  the  first  instance  by  the  Government;  they  were 
recouped  by  charging  them  against  any  profit  that  Alcoa  might  have 
earned  out  of  its  15  percent. 

As  a  second  source  of  recoupment,  they  were  to  be  charged  against 
any  subsequent  profits  that  Alcoa  might  ever  make.  Only  if  the  losses 
couldn't  be  recovered  from  either  of  those  places,  did  the  Government  " 


bear  them,  so  that  in  the  first  instance  we  would  have  borne  the  loss 
from  the  operations.  . 

Mr.  Anderson.  Why  would  there  have  been  a  loss  m  the  operation? 

Mr.  Hickman.  Because  we  couldn't  schedule  operations  on  a  60-day 
basis.  We  knew  from  the  attitude  that  had  been  explained  to  us  the 
previous  day  that  you  would  throw  us  out  at  the  first  available  oppor- 

Mr.  Anderson.  Was  there  any  discussion  with  the  KFC  that  the 
KFC  would  continue  as  in  wartime  to  purchase  the  metals  so  that 
you  couldn't  have  sustained  a  loss  ? 

Mr.  Hickman.  No,  and  I  would  have  been  amazed  if  that  had  been 
their  position,  the  war  being  over  at  that  time. 

Mr.  Anderson.  In  other  words,  you  thought  you  were  going  to  have 
to  take  these  products  and  sell  them  on  the  open  market,  or  use  them 
yourself? 

Mr.  Hickman.  Certainly.  .11.0 

Mr.  Anderson.  But  you  didn't  discuss  the  problem  with  them  ? 

Mr.  Hickman.  No  ;  but  I  would  be  surprised  to  hear  you  or  anyone 
else  express  a  contrary  assumption.  There  was  no  discussion  of  that. 
We  didn't  think  we  were  being  invited  to  sell  to  a  Government  stock 

pile.  1     T ,     1  • 

Mr.  Wilson.  Let  me  point  out.  Senator,  that  we  had  had  experience 

in  shutting  down  the  Baton  Rouge  plant  prior  to  this. 

Senator  McClellan.  Is  that  a  comparative  plant  m  size? 

Mr.  Wilson.  No  ;  it  is  much  smaller  and  was  operating  at  a  much 

lower  rate. 
After  Baton  Rouge  was  shut  down  it  took  us  6  months  to  remove 

our  materials  out  of  Baton  Rouge. 

Senator  O'Mahoney.  It  seems  to  me  that  you  have  there  stated 
the  only  tangible  reason  that  is  involved  here.  RFC  was  trying  to  get 
a  60-day  termination  clause  in,  and  you  wouldn't  put  a  60-day  clause  in. 

Mr.  Wilson.  We  could  not  function  under  those  circumstances. 

Sienator  O'Mahoney.  There  is  the  answer? 

Mr.  Wilson.  There  is  the  answer. 

Mr.  Hickman.  That  is  the  whole  thing. 

Mr.  Wilson.  At  Hurricane  Creek  you  will  be  interested  to  know 
that  there  are  28,500,000  gallons  of  what  is  known  as  "liquor."  It  is  not 
drinking  liquor,  according  to  Arkansas,  but  it  is  in  the  system,  m  this 
alumina  system,  and  has  to  be  evaporated  down  and  shipped  out,  and 
you  have  got  to  find  some  place  to  put  it. 

Senator  McClellan.  Can  you  do  that  in  60  days? 

Mr.  Wilson.  No,  sir;  not  close  to  it. 

Senator  McClellan.  How  long  would  it  take? 

Mr.  Wilson.  We  figured  235  days  to  move  that  material  out. 

Senator  McClellai^.  You  were  going  to  get  out  of  the  plant  in 
60  days?  What  was  going  to  become  of  that  operation?  Who  is 
going  to  do  that?    You  folks? 

Mr.  Wilson.  They  took  that  over  as  part  of  our  baggage. 

Senator  McClellan.  In  other  words,  you  are  not  leaving  the  plant 
in  a  stand-by  condition? 

Mr.  Wilson.  We  are  leaving  it  in  an  operating  condition. 

Senator  McClellan.  And  this  further  service  to  the  plant  will  have 
to  be  done,  taking  up  where  you  leave  off  immediately  if  they  are  left 
in  a  preserved  condition? 
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Mr.  Wilson.  If  it  is  not  operated ;  that  is  correct. 

Senator  McClellan.  If  the  operation  doesn't  begin  immediately, 
these  pipes  will  have  to  be  cleaned  of  that  solution?    • 

Mr.  Wilson.  No;  they  will  stand- 
Senator  McClell.\n.  For  how  long  a  time  ?  I  have  heard  a  lot  of 
discussion  about  that. 

Mr.  Wilson.  I  don't  feel  I  can  say  competently,  but  I  would  say  a 
year  or  so. 

It  would  be  all  right. 

Senator  McClellan.  In  other  words,  no  harm  would  result? 

Mr.  Wilson.  It  is  not  a  corrosive  liquor  that  would  destroy  the  pip- 
ing and  tanks  at  all. 

Senator  O'Mahonet.  May  I  ask  you  this  question :  Are  you  at  this 
moment  willing  or  unwilling  to  enter  into  negotiations  with  RFC  in  an 
effort  to  reach  an  amicable  interim  understanding  before  the  1st  of 
November,  the  effective  date  of  the  cancellation? 

Mr.  Wilson.  We  are  always  willing  to  sit  down  with  any  Govern- 
ment agencv  in  an  attempt  to  work  things  out. 

Senator  O'Mahoney.  You  are  willing  to  do  that?     * 

Mr.  Wilson.  Of  course  we  are. 

Senator  O'Mahoney.  I  offer  that  to  Senator  McClellan. 

Senator  McClellan.  I  don't  know  how  much  authority  this  com- 
mittee has,  or  anyone  else,  to  direct  them  to  do  it.  I  urge  that  it  be 
done  immediately  to  get  those  plants  back  into  operation. 

Senator  O'Mahoney.  I  will  ask  the  counsel  of  the  committee  to  tele- 
phone Mr.  Husbands  immediately  as  to  the  statement  that  has  just 
been  made  by  Mr.  Wilson,  and  in  the  meantime,  Mr.  Berge,  do  you 
care  to  make  any  comment  about  the  testimony  on  the  Attorney  Gen- 
eral's report? 

MR.  berge  registers  OBJECTION  TO  MR.  W^ILSOn's  STATEMENT  THAT  ATTOR- 
NEY general's  REPORT  WAS  AN  APPEAL  TO  CONGRESS  TO  BREAK  UP  ALCOA 

Mr.  Berge.  The  hour  is  late  and  there  was  material  in  Mr.  Wilson's 
closing  remarks  for  a  great  deal  of  discussion.  I  think,  however,  it 
would  be  better  to  resist  the  temptation  to  go  into  all  of  it,  and  merely 
make  one  or  two  general  observations,  and  let  it  rest  at  that. 

In  the  first  place,  I  think  it  is  not  correct  to  say,  as  he  did,  that  our 
report  was  an  appeal  to  Congress  to  break  up  Alcoa.  We  did  em- 
phasize the  inescapable  situation  that  unless  there  is  worked  out  of 
this  Surplus  Disposal  an  effective  competitive  situation,  dissolution  is 
inevitable,  not  by  action  of  Congress,  but  pursuant  to  the  court's  decree. 
I  am  sure  I  made  it  clear  in  my  own  testimony  yesterday  that  we  would 
like  to  see  as  much  done  in  the  immediate  weeks  and  months  ahead 
through  the  surplus  disposal  to  independent  groups,  as  possible,  in 
mitigation  of  the  necessity  of  a  drastic  dissolution. 

I  guess  I  also  expressed  yesterday  some  skepticism,  and  our  report 
does,  that  real  competition  can  be  permanently  established  in  this  in- 
dustry without  some  regrouping  of  Alcoa's  present  facilities. 

Mr.  Wilson  spoke  of  it — and  I  guess  the  language  was  paraphrased 
from  the  Attorney  General's  report — as  small  clusters  of  competitive 
units. 

As  I  understood  his  argument,  it  was  that  to  do  so  would  inci-ease 
the  cost. 

Accepting  arguendo  the  inference  that  that  statement  carries,  it 
seems  to  me  that  it  argues  against  the  possibility  of  getting  effective 


competition  just  by  encouraging  people  to  come  in  and  compete,  be- 
cause if  it  be  true  that  Alcoa  has  a  low-cost  advantage  now  that  no 
other  competitors  can  meet,  and  thatj  as  he  says— and  I  don  t  accept 
it  except  for  the  sake  of  argument— if  Alcoa  is  dissolved,  and  small 
competing  units  are  set  up,  it  will  increase  costs— if  all  that  be  true,  it 
argues  against  the  possibility  of  getting  effective  competition  now. 

The  only  solution  or  suggestion  that  I  get  out  of  Mr.  Wilson  s  testi- 
mony is  that  anyone  can  do  this;  anyone  who  has  the  brams,  initia- 
tive, capital,  and  the  get-up-and-go  can  go  into  this  business. 

They  did  it,  why  can't  others?  That  is  always  the  argument  that 
is  made  by  interests  having  a  monopolistic  position  in  favor  of  com- 
petition. 1       1,  J. 

The  plain  hard  facts  are  that  no  one  is  willing  to  undertake  that 
risk  against  a  group  that  is  as  firmly  entrenched  in  the  economy  as, 
under  the  court  decree— I  would  think  I  am  warranted  in  saying— the 
Alcoa  interests  are. 

In  other  words,  this  low  cost  about  which  you  speak  that  may  give 
Alcoa  a  competitive  advantage  is  in  itself  a  result  of  integration. 
If  it  be  true  that  integration  necessarily  produces  lower  costs  and 
therefore  is  better  for  the  economy,  that  is  an  argument  that  is  often 
made  in  behalf  of  an  integrated  operation  with  monopolistic  ad- 
vantage. 

I  make  two  replies  to  that : 

In  the  first  place,  whatever  is  accomplished  by  way  of  lower  costs 
just  isn't  passed  on  to  consumers  unless  there  is  real  competition,  and 
it  is  the  policy  of  the  Sherman  Act  to  create  real  competition. 

I  also  think  that,  as  a  general  proposition,  the  fears  that  clusters 
of  competitive  groups  wnll  necessarily  increase  costs  do  not  hold  true 
and  are  not  borne  out. 

If  it  is  true,  and  if  the  premise  on  w^hich  I  understood  Mr.  Wilson's 
final  remarks  to  be  made  is  true,  they  are  to  be  taken  as  an  appeal  for 
preserving  a  single  company,  monopoly  operation,  and  that  presents 
a  policy  question  in  which  the  Department  of  Justice  has  no  function, 
because  under  the  law  which  we  enforce  we  can't  accept  that  situation ; 
and  the  court's  decree  doesn't  accept  it. 

Senator  O'Mahoney.  May  I  interrupt  long  enough  to  say  that  Mr. 
Husbands  says  he  will  be  glad  to  see  you,  Mr.  Wilson,  at  his  office  at 
9  o'clock  in  the  morning. 

Mr.  Wilson.  I  will  see  him  at  9  o'clock. 

Mr.  Berge.  Let  me  make  this  further  remark,  Mr.  Chairman,  and 
I  will  stop : 

I  don't  doubt  that  Mr.  Wilson  will  disavow  the  implication  of  what 
I  just  said,  that  he  was  arguing  for  a  monopolistic  situation,  and  I 
am  willing  that  he  should. 

I  come  around  finally,  then,  to  the  position  that  we  have  got  to  have 
some  more  constructive  and  concrete  plans  for  reestablishing  competi- 
tion in  the  industry  than  just  suggestions  that  anyone  can  do  it  through 
the  exercise  of  initiative  and  natural  talents,  that  this  is  a  free  country. 

I  am  sure  we  would  welcome,  all  the  agencies  of  the  Government^ 
further  technical  advice  on  how  that  can  be  done. 

If  it  cannot  be  done  through  the  disposal  program,  it  will  be  done 
this  other  way  unless  Congress  intervenes. 

I  think  I  will  let  it  stand  on  that  and  not  try  to  answer  it  specifi- 
cally. 
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Senator  O'Mahoney.  I  have  observed,  in  the  sport  section  of  the 
papers  the  other  day,  that  the  well-known  Mr.  Mike  Jacobs  had  ob- 
tained the  signature  of  Joe  Louis  to  a  contract  to  fight  some  unknown 
opponent  on  June  30  next,  and  the  theory  that  has  been  presented  here 
this  afternoon  by  Mr.  Wilson  is  notice  to  all  men  weighing  over  200 

Eounds  that  all  they  have  got  to  do  is  enter  that  contest  with  Joe 
louis. 

The  committee  will  stand  adjourned  until  10  o'clock  tomorrow 
morning. 

(Whereupon,  at  5 :  30  p.  m.,  the  committee  recessed  until  10  a.  m. 
Thursday,  October  18,  1945.) 

(The  following  letter,  referring  to  loyal  position  of  KFC  in  connec- 
tion with  the  Reynolds'  lease  proposal,  is  inserted  at  this  place  by 
direction  of  the  chairman :) 

Department  op  Justice, 
Washington,  November  5,  1945. 
Hon.  Joseph  C.  O'Mahoney, 

Chairman,  Subcommittee  on  Surplus  Property  Disposal, 
Committee  on  Military  Affairs, 

United  States  Senate,  Washington,  D.  C. 

My  De:ar  Senator  O'Mahoney:  Pursuant  to  your  suggestion  at  the  close  of 
the  hearings  on  October  17,  1945,  I  am  supplementing  my  testimony,  particularly 
with  reference  to  Alcoa's  comments  on  the  Attorney  General's  report.  The 
hearings  on  aluminum-plant  disposal  which  you  have  been  conducting  have 
already  proved  their  worth  by  making  the  problem  much  clearer  and  the 
objectives  of  the  Government's  program  more  specific.  Tliere  is  general  agree- 
ment among  all  interested  parties  and  observers  that  competitive  conditions, 
once  established,  will  be  most  beneficial  to  the  Nation  and  to  the  industry 
itself.  All  the  Government  agencies  concerned  with  the  aluminum  problem  are 
striving  to  develop  a  program  which  best  achieves  this  objective.  Alcoa's  spokes- 
man, I.  W.  Wilson,  has  told  your  committee  that  his  company  welcomes  compe- 
tition. With  all  this  unanimity,  it  should  be  possible  to  develop  a  plan  of  action 
which  is  acceptable  to  both  business  and  Government. 

This  basic  agreement  should  not  be  blurred  by  superficial  differences  and 
minor  controversies.  For  that  reason  I  would  like  to  correct  some  of  the  er- 
roneous impressions  created  by  Alcoa's  comments  on  the  Attorney  General's 
report.  Despite  the  tenor  and  emphasis  of  Alcoa's  statement,  it  reveals  much 
more  agreement  than  disagi-eement  with  the  Attorney  General's  report.  Alcoa 
seems  to  agree  that  truly  competitive  conditions  would  expand  greatly  the  mar- 
kets for  aluminum.  It  also  confirms  the  conclusion  reached  in  the  report  that 
Alcoa's  private  plants,  as  now  constituted,  are  in  a  much  stronger  competitive 
position  than  the  Government  or  independent  plants.  The  only  real  difference 
is  over  the  method  of  attaining  the  desired  state  of  competition. 

Quite  naturally,  Alcoa  rejects  the  suggestion  that  a  reorganization  of  that 
company  is  necessary  if  competition  is  to  be  established.  But  it  had  only  one 
suggestion  to  make  for  achieving  the  same  end :  Find  "someone  who  is  willing 
to  do  what  Alcoa  has  done,  namely,  to  invest  money,  time,  enterprise,  and  imagi- 
nation in  the  creation  of  an  organization."  Unfortunately,  that  would  not  be 
a  satisfactory  way  out.  No  matter  how  resourceful  and  financially  powerful  a 
newcomer  might  be,  it  could  not  achieve  the  position  Alcoa  now  has  with  respect 
to  domestic  bauxite.  The  ore  simply  is  not  available  on  comparable  terms. 
As  to  water  power,  neither  the  Department  of  Justice  nor  the  Federal  Power 
Commission  would  permit  any  company  to  use  the  methods  employed  by  Alcoa 
in  getting  prior  and  exclusive  rights  to  some  of  the  choice  power  resources  of 
the  country.  Until  Alcoa  or  someone  else  can  suggest  a  more  effective  way  of 
establishing  competition,  the  reorganization  of  Alcoa  is  still  the  best  solution 
of  the  problem. 

Unfortunately,  however,  Alcoa  did  not  stop  there.  Most  of  its  statement  is 
devoted  to  a  rather  inaccurate  characterization  of  the  Attorney  General's  report 
and  the  circuit  court  decision.  I  shall  point  out  only  the  most  serious  errors. 
Alcoa  repeatedly  purports  to  quote  the  report  as  recommending  that  the  com- 
pany be  broken  up  into  "clusters  of  small  enterprises.'*  Such  is  not  the  case 
at  all.  That  phrase  was  not  used  in  connection  with  any  discussion  of  Alcoa's 
reorganization.    It  appears  in  a  section  of  the  report  devoted  to  "The  obstacles 


faced  by  independent  business,"  wherein  it  is  pointed  out  that  if  such  areas 
as  Arkansas,  the  Northwest,  and  Los  Angeles  become  centers  of  balanced  groups 
of  producing  and  basic  fabricating  plants,  "clusters  of  small  enterprises  making 
finished  aluminum  products  would  soon  grow"  up  around  them  (p.  36  of  printed 
and  p.  66  of  mimeographed  report).  That  is  the  only  place  in  the  report  where 
the  phrase  is  used  and  it  has  not  the  remotest  connection  with  proposed  re-i 
organization  of  Alcoa.  Further,  up  to  that  point  in  the  report  there  is  no  refer- 
ence at  all  to  the  reorganization  of  Alcoa. 

The  Attorney  General's  report  leaves  no  room  for  ambiguity  as  to  the  purpose 
and  nature  of  the  proposed  reorganization  of  Alcoa.  The  first  reference  to  such 
a  solution  of  the  monopoly  problem  in  the  aluminum  industry  is  to  be  found  at 
the  conclusion  of  a  discussion  of  the  various  subsidies  which  would  be  necessary 
to  attract  independent  operators  as  long  as  Alcoa  remains  as  dominant  as  it  is 
today.  In  that  connection,  the  Attorney  General  declared  that  "competition  will 
never  become  healthy  enough  to  stand  on  its  own  legs  if  it  is  dependent  on  so 
much  nursing  and  propping  by.  Government.  The  best  answer  to  the  problem  is 
the  elimination  of  the  tremendous  advantage  to  Alcoa,  the  fruits  of  its  half  a 
century  of  monopoly,  by  subdividing  the  company  into  eflScient  but  competing 
units"  (p.  40  of  printed  report). 

This  emphasis  on  eflSoiency  is  to  be  found  wherever  Alcoa's  reorganization  is 
mentioned  in  the  report.  It  is  specifically  stated  that  those  facilities  which  are 
already  physically  integrated  would  not  be  separated  from  one  another  and  that 
the  whole  reorganization  would  be  carried  out  "so  that  the  finally  assembled 
groups  will  represent  a  balanced  and  eflScient  subdivision  of  Alcoa's  present 
properties"  (p.  41  of  printed  report).  Finally,  the  report  states  that  the  com- 
panies resulting  from  the  reorganization  of  Alcoa  "would  have  the  benefits 
of  operational  integration  and  would  be  rather  substantial  in  size."  In  view  of 
these  clear-cut  statements,  it  is  diflBcult  to  see  how  Alcoa  could  have  come  to  the 
conclusion  that  the  Attorney  General  was  advocating  the  breaking  up  of  Alcoa 
into  "clusters  of  small  enterprises." 

Another  unfair  assertion  is  Alcoa's  charge  that  "The  Attorney  General  is 
recommending  the  dissolution  of  Alcoa  because  it  is  the  lowest  cost  producer  in 
the  industry."  The  portions  of  the  report  previously  cited  indicate  that  the 
Attorney  Greneral's  objective  is  not  to  destroy  a  low-cost  producer  but  to  establish 
competition.  Furthermore,  that  the  reorganization  is  to  be  carried  out  in  such  a 
way  as  to  retain  the  efl5ciencies  of  production  and  manufacture.  Alcoa  takes 
the  position  that  any  reorganization,  no  matter  what  form  it  takes,  would 
destroy  "its  fully  integrated  position"  and  therefore  increase  costs.  Alcoa  is 
actually  claiming  that  not  a  single  plant,  not  a  dollar  of  its  present  investment, 
can  be  separated  from  the  present  management  without  upsetting  the  whole  cost 
structure  of  all  its  plants. 

Essentially  Alcoa  is  arguing  that  all  it  happens  to  own  at  any  given  time  is  the 
irreducible  minimum  for  eflicient  operation.  In  1940  it  was  against  any  reorgan- 
ization ^on  the  grounds  that  its  327,000,000-pound  system  (the  then  capacity  of 
Alcoa)  must  be  kept  intact  to  achieve  all  benefits  of  integration.  Today  it  is 
equally  insistent  that  nothing  be  touched  although  its  system  is  more  than  twice 
as  large  as  it  was  in  1989.    Such  a  jwsition  is  merely  an  argument  for  status  quo. 

Alcoa's  statement  concerning  the  circuit-court  decision  also  requires  modifica- 
tion if  it  is  to  be  accurate.  The  circuit  court,  according  to  Alcoa's  interpretation 
of  its  decision,  considered  each  branch  of  the  ndustry  independently  but  found  a 
monopoly  in  ingot  alone.  That  was  not  what  the  court  did  at  all.  As  explained 
early  in  the  decision  the  court  dealt  with  the  issue  of  a  monopoly  within  the 
United  States  under  these  two  headings:  "(1)  whether  Alcoa  monopolized  the 
market  in  virgin  aluminum  ingot ;"  and  "(2)  whether  alcoa  was  guilty  of  various 
unlawful  practices  ancillary  to  the  establishment  of  its  monopoly." 

The  court  unquestionably  viewed  ingot  as  the  heart  of  the  industry  and  all 
other  branches  of  the  industry  as  subordinate  thereto.  It  is  therefore  misleading 
to  imply  that  the  court  consdered  all  branches  of  the  industry  on  a  coordinate 
basis  and  that  it  found  Alcoa  guilty  as  a  monopoly  of  only  one  of  its  subdivisions. 
What  actually  Jhappened  was  that  the  court  found  Alcoa  guilty  of  monopoly  in 
the  industry's  ^ost  important  branch,  ingot. 

In  closing  I  want  to  again  stress  that  the  only  unsettled  question  is  how  can 
we  establish  competition  in  this  industry  most  rapidly  and  with  the  least  interven- 
tion by  Government.  If  all  of  us  concerned  with  the  problem,  both  in  Government 
and  in  industry,  work  together,  the  answer  can  be  found  quickly. 

Sincerely  yours, 

Wendell  Berob, 

Assistant  Attorney  General. 
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THURSDAY,  OCTOBER  18,   1945 

Joint  Hearing  of  the  Subcommittee  on  Surplus  Property  of  the 
Committee  on  Military  Affairs,  the  Special  Committee  To 
Study  and  Survey  Problems  of  Small  Business  Enterprises,  and 
the  Industrial  Reorganization  Subcommittee  of  the  Special 
Committee  on  Postwar  Economic  Policy  and  Planning 

United  States  Senate, 

Washington,  D.  0. 
The  committees  met,  pursuant  to  recess,  at  10  a.  m.,  in  room  224, 
Senate  Office  Building,  Senator  Joseph  C.  O'Mahoney   (chairman. 
Subcommittee  on  Surplus  Property,  Military  Affairs  Committee) 

presiding. 

Present:  Senators  O'Mahoney,  Murray,  Wherry,  and  Eevercomb. 

Also  present:  Senators  McClellan,  Mitchell,  McFarland,  and 
Robertson. 

Kurt  Borchardt,  counsel,  Subcommittee  on  Surplus  Property,  Mili- 
tary Affairs  Committee;  Dewey  Anderson,  executive  secretary,  and 
C.  E.  Childe,  consultant.  Senate  Small  Business  Committee. 

Appearances:  Same  as  heretofore  noted  with  the  following  addi- 
tional appearances : 

E.  F.  Scattergood,  advisory  engineer;  and  Northcutt  Ely,  special 
counsel,  bureau  of  power  and  light,  department  of  water  and  power, 
city  of  Los  Angeles,  Calif. 

Senator  O'Mahoney.  The  committee  is  now  in  session. 

Mr.  Caskie,  we  will  be  very  glad  to  hear  from  you,  representing  the 
Reynolds  Metals  Co. 

Senator  McClllan.  Mr.  Chairman. 

Senator  O'Mahoney.  Senator  McClellan. 

Senator  McClellan.  In  order  to  conserve  time  and  also  the  record, 
while  I  do  hot  want  to  insert  all  of  this  considerable  number  of  tele- 
grams that  I  have  received  regarding  this  subject,  I  would  like  to  read 
one  or  two  of  them  into  the  record  at  some  convenient  time,  and  also 
file  a  list  showing  the  origin  of  all  of  them. 

Senator  O'Mahoney.  That  will  be  quite  agreeable. 

Senator  McClellan.  At  sometime  before  the  record  is  closed  I 
would  like  to  do  that. 

Senator  O'Mahoney.  They  will  go  in  the  record  following  the 
presentation  by  Reynolds. 

Senator  McClellan.  At  any  appropriate  place. 

Mr.  Caskie.  May  I  proceed  ? 

Senator  O'Mahoney.  Please. 
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STATEMENT  OF  M.  M.  CASKIE,  VICE  PRESIDENT,  REYNOLDS 

METALS  CO. 

Mr.  Caskie.  Mr.  Chairman  and  gentlemen  of  the  committee,  my 
name  is  M.  M.  Caskie,  and  I  am  vice  president  of  the  Reynolds  Metals 

Co.  .        ^    .  . 

I  believe  that  the  investigations  which  the  various  Senate  commit- 
tees have  made  into  the  aluminum  situation  have  been  most  helpful, 
and  I  am  confident  when  you  finish  your  deliberations  you  will  be 
enabled  to  reach  conclusions  that  will  be  in  the  best  interests  of  our 

country.  xi.    c  j- 

At  the  outset,  we  wish  to  express  our  appreciation  for  the  nnding 

by  the  Senate  Small  Business  Committee  that — 

Government  loans  made  to  Reynolds  on  terms  less  favorable  than  loans  made 
to  the  Canadian  company  should  be  renegotiated.  It  would  seem  to  be  indefen- 
sible for  the  Government  to  exact  harsher  terms  from  the  United  States  operators 
than  those  given  to  the  newly  created  giant  competitor  across  the  border. 

Senator  Wherry.  Do  we  have  a  contract  with  the  Canadian  com- 
pany now  ? 

Mr.  Caskie.  Well,  what  I  quoted  was  a  finding  of  your  committee. 

Senator  Wherry.  That  is  right. 

Mr.  Caskie.  Reynolds  does  not  desire,  nor  would  it  accept,  treat- 
ment as  liberal  as  that  accorded  to  the  Aluminum  Co.  of  Canada.  To 
equalize  our  respective  situations  would  require  making  available  to 
Reynolds  the  largest  aluminum  plant  in  the  world,  and  presenting  to 
us  a  gigantic  power  plant  such  as  described  in  the  reports  of  the  Attor- 
ney General,  the  Senate  Small  Business  Committee,  and  Mr.  Syming- 
toii.  On  the  contrary,  Reynolds  will  onlv  request  that  the  interest 
which  it  paid  during  the  war  period  at  the  rate  of  4  percent  on  its 
fully  secured  mortgage  loan  be  reduced  for  that  period  to  the  3-per- 
cent interest  which  the  Canadian  company  paid  on  its  unsecured  loan 
during  the  same  period,  and  that  Reynolds  obtain  a  credit  for  the 
aluminum  produced  by  it  for  war  purposes  in  the  amount  of  the  esca- 
lator payments  per  pound  of  aluminum  our  Government  allowed  to 
the  Canadian  company  on  a  very  much  larger  amount  of  aluminum. 
Reynolds  does  not  even  ask  for  the  return  of  these  moneys,  but  only 
that  they  be  credited  on  its  indebtedness  to  the  RFC. 

I  have  read  the  reports  of  Mr.  Symington,  Surplus  Property  Ad- 
ministrator, and  of  the  Attorney  General,  and  I  believe  that  both  of 
those  reports  are  excellent  and  will  aid  in  clarifying  the.  aluminum 
situation. 

government  should  turn  its  bauxite  and  waste  power  into 

aluminum  ingot 

To  be  brief,  the  United  States  already  owns  approximately  3,000,000 
tons  of  bauxite  in  Arkansas.  It  owns  alumina  and  aluminum  reduc- 
tion plants,  and  it  owns  power  facilities  capable  of  producing  more 
power  than  can  be  presently  used  unless  it  is  used  to  make  aluminum. 
Consequently,  the  primary  cost  which  the  Government  would  incur 
by  processing  the  bauxite  which  it  owns  in  its  plants  and  with  its 
own  power  that  would  otherwise  be  wasted,  would  be  only  the  labor 
and  management  expenses.  I  estimate  these  not  to  exceed  6  cents 
per  pound,  the  current  price  of  good  scrap.  As  a  matter  of  fact, 
part  of  this  cost  for  labor  may  be  expended  by  the  Government  in  the 


form  of  unemployment  compensation  in  the  event  these  plants  are  not 
operated.  The  worst  that  could  possibly  happen  to  the  Government 
would  be  that  labor  would  be  employed,  waste  power  utilized,  and  a 
Government-owned  bauxite  stock  pile  turned  into  an  aluminum  ingot 
stock  pile  which  would  be  exceedingly  valuable  for  national  defense 
and  useful  to  our  civilian  economy.      ,.        . 

The  benefit  that  eventually  will  obtain  will  be  the  creation  of  a  great 
new  competing  aluminum  industry,  which  will  provide  permanent 
employment  for  thousands  of  workmen  and  enable  the  Government 
ultimately  to  salvage  most  of  the  moneys  which  have  already  been  ex- 
pended in  the  construction  of  aluminum  plants.  I  will  not  repea,t  at 
length  what  has  already  been  said  by  many  witnesses  before  the  various 
Senate  committees,  which  have  held  hearings,  or  what  is  contained  in 
the  reports  previously  referred  to.  But  briefly,  there  is  general  agree- 
ment that  aluminum"  has  a  very  great  future,  that  the  transportation 
industries,  particularly  the  railroad  and  automobile  industries,  can 
use  quantities  of  aluminum  exceeding  our  present  capacity,  but  that 
cannot  be  done  immediately.  They  will  not  embark  upon  the  expen- 
sive and  arduous  task  of  substituting  aluminum  for  other  materials  un- 
less they  are  certain  that  aluminum  will  not  be  monopolized  and  unless 
they  are  certain  that  there  will  be  a  large  supply  at  fair  prices. 

Through  the  operation  of  the  Government  plants  for  an  interim  pe- 
riod of  several  years,  the  Government  not  only  would  turn  its  bauxite 
and  waste  power  into  aluminum  ingot  in  plants  that  would  otherwise 
be  idle,  and  give  employment  to  men  who  may  be  idle,  but  it  will  assure 
prospective  users  that  there  will  be  a  plentiful  supply  of  aluminum  in- 
got free  from  monopoly  control,  and  thereby  end  the  fears  that  now 
retard  the  shift  from  other  materials  to  aluminum. 

Therefore,  we  are  in  full  accord  with  the  positions  we- understand 
have  been  taken  by  Mr.  Husbands  on  behalf  of  the  RFC  and  approved 
by  Mr.  Symington,  that  the  Government  should  make  contracts  for  the 
operation  of  a  number  of  these  aluminum  plants  by  private  companies. 
As  soon  as  we  learned  of  Mr.  Husbands'  conclusions,  we  entered  into 
negotiations  with  Mr.  Symington  and  Mr.  Husbands  and  submitted 
an  offer  in  accordance  with  what  we  understood  to  be  their  combined 

viewpoint.  _  j      .v. 

Until  we  heard  Mr.  Husbands'  statements  here,  we  were  under  the 
impression  that  both  he  and  Mr.  Symington  were  considering  the  pro- 
posal made  by  Reynolds,  which  was  submitted  to  them  m  an  effort  to 
meet  what  we  understood  to  be  their  combined  viewpoints.  We  did 
not  know  until  Mr.  Husbands  so  stated  before  you,  that  he  had  arrived 
at  the  conclusion  that  he  could  not  recommend  to  Congress  the  accept- 
ance of  our  proposal.  Indeed,  we  were  conferring  with  him  right  up  to 
the  time  you  started  the  present  hearings  last  Monday  morning.  It 
is  true  that  he  asked  us  if  we  could  make  some  modifications  of  our  pro- 
posal that  would  be  more  favorable  to  the  Government,  and  we  stated 
that  we  had  no  changes  in  our  proposal  to  suggest  at  the  time,  but 
that  we  would  discuss  details  with  him  further.  We  were  told  by  these 
gentlemen  that  ours  was  the  only  specific  proposal  they  had  received 
up  to  that  time  from  interests  who  were  qualified  to  operate  these 
plants,  so  it  came  as  something  of  a  shock  to  us  to  hear  Mr.  Husbands 
short  criticism  of  our  proposal.  What  Mr.  Symington's  attitude  now 
is,  of  course  we  do  not  know. 


i 


p 


i 


i 


■I 


f  i-^ 


! 


236 


ALUMINUM   PLANT  DISPOSAL 


RFC  HAS  CANCELED  ITS  POWER  CONTRACTS 


ALUMINUM   PLANT  DISPOSAL 


237 


It  is  important  for  the  committee  to  know  that  since  we  made  our 
proposal,  the  RFC  has  canceled  its  power  contracts  for  the  operation 
of  the  plants,  paying  a  penalty  of  some  four  or  five  million  dollars  in 
the  aggregate  to  accomplish  that  purpose.  This  makes  it  impossible 
for  Reynolds  Metals  Co.  or  any  other  company  to  negotiate  new  leases 
on  a  short-term  basis  for  the  power  requirements  of  these  plants  at 
anything  like  a  power  cost  or  rate  comparable  with  that  enjoyed  by 
the  Aluminum  Co.  of  Canada  and  the  Aluminum  Co.  of  America,  un- 
less there  is  some  congressional  action  directing  the  Government  power 
agencies  to  enter  into  contracts  with  the  operators  of  these  Govern- 
ment plants  at  a  competitive  power  rate. 

Senator  McClellan.  Who  did  you  say  canceled  those  contracts, 
causing  that  loss  ? 

Mr.  Caskie.  The  RFC.  I  have  only  Mr.  Husbands'  statement  as 
to  that. 

Senator  McClellan.  I  wanted  to  find  out  where  you  placed  the 
responsibility. 

Mr.  Caskie.  I  understand  that  he  used  funds,  of  the  RFC  to  settle 
those  contracts.  They  were  rather  long-term  contracts  and  the  plants 
being  down,  he  didn't  feel,  so  I  understand,  that  he  should  continue  to 
pay  high  rates  for  power  that  was  not  being  used. 

Mr.  BoRCHARDT.  Wcrc  those  contracts  with  Government  power 
agencies  ? 

Mr.  Caskie.  They  were. 

Senator  Revercomb.  So  the  loss  is  from  one  Government  agency  to 
another  ? 

Mr.  Caskie.  Absolutely,  Senator. 

We  have  never  been  able  to  negotiate  short-t^rm  power  contracts 
with  either  the  TVA  or  Bonneville  on  a  basis  comparable  to  the  power 
costs  enjoyed  by  our  competitors.  Our  proposal  to  Messrs.  Husbands 
and  Symington  required  that  the  RFC  arrange  for  the  power,  but, 
as  I  have  said,  since  our  proposal  was  submitted,  RFC  canceled  all 
power  contracts  it  had  for  the  operation  of  these  plants,  and  having 
paid  a  penalty  to  obtain  release  from  the  existing  power  contracts,  it 
is  not  prepared  to  enter  into  another  one  so  quickly. 

I  do  want  to  stress  to  you  gentlemen  the  very  great  importance  of 
making  proper  provision  for  the  use  of  excess  Government  power  in 
the  manufacture  of  aluminum  at  rates  comparable  to  the  low  power 
cost  now  enjoyed  by  Alcoa  and  by  the  Aluminum  Co.  of  Canada.  I 
cite  in  this  connection  an  excerpt  from  the  interim  report  of  the  Senate 
Small  Business  Committee : 

Next  to  the  adequate  and  economical  raw  materials,  the  greatest  necessity  of 
light-metals  production  is  an  enormous  supply  of  cheap  electric  power.  *  ♦  * 
A  difference  of  1  mill  per  kilowatt-hour  makes  a  difference  of  1  cent  per  pound 
in  the  cost  of  producing  aluminum  ingot.  ♦  ♦  *  Alcoa  owns  some  of  the 
cheapest  hydroelectric  power  in  the  United  States,  serving  its  plants  in  Tennes- 
see and  North  Carolina,  and  owns  or  has  under  contract  low-cost  electricity  for 
its  New  York  plants.  *  ♦  *  It  is  difficult  to  see  how  new  operators,  including 
Keynolds,  will  be  able  to  compete  successfully  in  the  future  against  Alcoa  and 
Aluminum  Co.  of  Canada,  which  have  their  own  low-cost  power  plants,  unless  they 
get  their  electric  power  at  rates  competitive  with  Alcoa's  power  costs.  *  ♦  ♦ 
It  should  be  the  established  policy  of  our  Federal  power  agencies,  which  have 
supplied  the  major  part  of  the  power  for  aluminum  production  In  the  war  effort^ 
to  establish  lowest  possible  rates  for  such  secondary  power  for  light-metals  pro- 
duction.   A  rate  in  the  Pacific  Northwest,  Tennessee  Valley,  and  other  areas  of 


low-cost  public  power  production,  lower  than  1  mill  per  killowatt-hour,  would  be 
desirable,  and  would  seem  to  be  feasible. 

The  Attorney  General's  report  dwelt  at  considerable  length  on  the 
subject  of  power  in  connection  with  the  obstacles  faced  by  independent 
producers,  but  it  is  sufficient  to  quote  only  the  following  statement 
made  therein : 

With  power  the  second  most  important  item  of  cost,  this  marked  advantage 
enjoyed  by  Alcoa  is  another  barrier  to  the  development  of  competition. 

Similar  comment  is  contained  in  Mr.  Symington's  report  to  the  Con- 
gress wherein  on  page  16  he  states  as  follows : 

Inflexible  contracts  for  the  sale  of  Federal  power  in  the  Tennessee  Valley  and 
Pacific  Northwest  result  at  times  in  high  costs  of  power  for  aluminum  production. 
This  makes  more  difficult  the  disposal  of  Government  plants,  puts  Reynolds  at  a 
disadvantage  compared  with  Alcoa,  and  places  all  American  producers  at  a 
disadvantage  in  competing  with  Canadian  aluminum  which  is  produced  at  sub- 
sidized power  costs.  It  is,  therefore,  desirable  that  those  who  take  over  Gov- 
ernment plants  be  in  a  position  to  negotiate  more  flexible  power  contracts. 

If  the  existing  law  governing  the  rates  on  Federal  power  prevent  the  negotia- 
tion of  power  contracts  of  this  kind,  it  is  suggested  that  Congress  may  wish  to 
consider,  in  the  interest  of  national  security,  a  modification  of  those  laws  so  far 
as  they  relate  to  the  use  of  power  for  the  production  'of  strategic  and  critical 
products  essential  to  the  national  defense. 

Senator  Wherry.  Mr.  Caskie,  what  plants  are  you  interested  in 
wherein  the  power  rate  is  involved?  I  am  not  talking  about  the  ones 
you  have  now,  but  the  plants  in  which  you  might  be  interested. 

Mr.  Caskie.  You  mean  reduction  plants,  Senator  ? 

^pTifitor  Wherry     jies. 

Mr.  Caskie.  The  one  at  Troutdale,  Oreg.,  and  the  one  at  Spokane, 

Wash. 

Senator  Whekry.  If  you  took  those  over  under  lease  would  the 

power  rates  there  be  satisfactory  ? 

Mr.  Caskie.  They  are  the  lowest  power  rates,  Senator,  that  we  have 
been  able  to  obtain,  but  they  are  a  cent  and  a  half  per  pound  higher 
than  the  Canadian  power  cost,  as  estimated  by  Mr.  Symington ;  and 
they  exceed,  I  think,  the  average  cost  that  Alcoa  incurs  m  the  pro- 
duction of  aluminum  in  this  country. 


"power  is  CONTROLLING  CONSIDERATION  IN  THIS  WHOLE  PROGRAM^' 

Senator  Revercomb.  Mr.  Caskie,  at  this  point,  is  it  your  view  that 
Reynolds  must  have  power  of  equal  cost  or  cheapness  with  Alcoa  in 
order  to  operate  ?    Is  that  the  point  you  make  ? 

Mr.  Caskie.  Senator,  I  might  say  that  we  are  going  to  continue  to 

operate.  -  .... 

Senator  Revercomb.  But  you  say  that,  in  order  to  be  m  a  position  so 
that  you  may  properly  operate,  you  must  have  power  as  cheap  as  that 
which  Alcoa  produces  for  itself. 

Mr.  Caskie.  If  we  are  to  have  an  equal  opportunity. 

Senator  Revercomb.  Yes.  Let  me  put  this  question :  If  the  Govern- 
ment can  see  to  it  that  you  get  power  as  cheaply  as  Alcoa  gets  it,  will 
you  operate  these  plants  that  are  presently  Government-owned  with- 
out asking  anything  else  from  the  Government?  In  other  words,  sup- 
pose they  help  you  out  on  the  power  proposition,  then  what? 

Mr.  Caskie.  I  am  inclined  to  think.  Senator— and  I  am  speaking 
now  personally,  as  I  haven't  had  an  opportunity  to  put  that  question  to 
my  colleagues— but  I  believe  we  could  present  a  proposition  to  the 
Government  that  would  be  a  practical  proposition  along  that  line, 
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because  I  think  power  is  a  controlling  consideration  in  this  whole 
progi-am.  Therefore,  I  believe  if  we  could  be  assured  of  power  costs 
no  greater  than  Alcoa's — we  would  still,  of  course,  be  handicapped  in 
competing  with  the  Canadian  Co.,  and  we  would  have  to  give  that 
matter  very  serious  consideration — ^but  I  will  tell  you  this,  that  we 
would  be  glad  to  consider  that. 

Senator  Wherry.  Mr.  Caskie,  would  you  extend  that  to  an  expan- 
sion program?  Say  that  you  could  get  this  plant  up  at  Troutdale 
and  get  the  same  power  rate  that  Alcoa  might  have,  would  you  be 
interested  in  that  plant  on  the  same  basis  ? 

Mr.  Caskie.  Yes.  I  thought  the  Senator's  previous  question  covered 
all  these  plants  in  which  we  have  expressed  an  interest. 

Senator  Wherry.  I  understood  you  to  say  that  you  would  continue 
to  operate  what  you  had.  But  what  I  am  interested  in  is  this :  If  you 
got  the  same  rates  as  Alcoa,  would  you  be  interested  in  the  Troutdale 
plant  on  the  same  basis — ^that  is,  without  Government  aid  ? 

Mr.  Caskie.  If  you  will  put  it  this  way — ^not  the  same  rate  that 
Alcoa  gets,  because  I  imagine  Alcoa  gets  the  same  rate  in  that  neigh- 
borhood that  we  get.  ^  We  have  to  consider  their  over-all  picture,  Sen- 
ator. We  have  to  taKe  into  account  not  their  power  rate  at  one  place, 
but  their  average  power  cost. 

Senator  Wherry.  I  am  sorry,  but  I  didn't  quite  hear  your  answer. 
What  I  would  like  to  know  is  this :  Do  you  want  a  rate  comparable  with 
that  of  the  Canadian  Co.  before  you  would  enter  into  a  lease  for 
Troutdale,  or  would  you  be  willing  to  take  Troutdale  on  a  lease  basis 
without  any  guarantee  from  the  Government,  on  the  same  rate  that 
Alcoa  would  take  it  ?    That  is  what  I  would  like  to  know. 

Mr.  Caskie.  I  don't  know  on  what  basis  Alcoa  would  take  it.  I 
don't  understand  that  Alcoa  has  made  any  proposition  to  operate 
that  plant. 

Senator  Wherry.  If  Alcoa  were  to  make  an  offer  to  purchase  or 
lease  Troutdale,  would  you  take  it  on  the  same  terms  on  which  Alcoa 
would  take  it,  if  they  should  make  an  offer? 

Mr.  Caskie.  I  don't  know.  I  would  have  to  know  their  proposition 
first,  Senator. 

Senator  O'Mahoney.  You  could  hardly  expect  the  witness  to  an- 
swer a  question 

Senator  Wherry  (interposing).  What  I  am  trying  to  find  out  is 
this :  Do  you  want  a  rate  comparable  to  that  under  which  Alcoa  has 
been  operating  in  order  to  compete  with  them  successfully  ? 

Mr.  Caskie.  Yes. 

Senator  Wherry.  Or  do  you  want  a  rate  that  the  Canadian  Co. 
operates  under  so  that  you  might  have  an  expansion  program  up  at 
Troutdale? 

Mr.  Caskie.  We  would  like  to  have  a  power  rate.  Senator,  that 
approaches  as  nearly  as  possible  the  rate  paid  by  our  competitors, 
whether  it  be  in  Canada  or  in  this  country. 

Senator  Wherry.  That  is  what  I  wanted  to  know. 

Mr.  GoLDscHMiDT.  May  I  clarify  that  point,  Mr.  Chairman  ? 

Senator  O'Mahoney.  Certainly. 

Mr.  GoLDSCHMiDT.  The  power  rate  that  Reynolds  pays  in  the  North- 
west today,  on  Bonneville  power,  and  that  which  Alcoa  pays  in  its  own 
plant,  and  that  was  paid  by  the  Government  for  the  facilities  at  Trout- 
dale, is  exactly  the  same  rate. 


Senator  Wherry.  I  understand  that. 

Mr.  GoLDSCHMroT.  Those  are  the  same  rates ;  they  are  all  commercial 
contracts  made  under  the  Bonneville  rate  as  approved  by  the  Federal 

Power  Commission.  .  -x   i    + 

Senator  Wherry.  And  the  second  part  of  my  question  was,  if  that 
were  done,  would  you  still  expect  these  guarantees  or  subsidies,  or 
would  you  doit  outright?  . 

Mr.  Caskie.  Senator,  I  don't  know  that  we  are  suggesting  any  sub- 
sidies, and  if  you  will  bear  with  me  for  a  few  moments  until  I  get 
to  our  proposition,  I  will  appreciate  it. 

Senator  Wherry.  All  right.  ,  ,       .i         • 

Mr.  Caskie  (continuing).  There  is  no  question  but  that  there  is 
excess  power  represented  by  water  which  will  simply  run  over  the 
dams  without  making  any  contribution  to  our  national  welfare  unless 
it  is  used  to  make  aluminum.  That  power  is  owned  by  the  Tennessee 
Valley  Authority  and  the  Bonneville  Power  Administration,  two 
Government  agencies  which  must  dispose  of  it  in  accordance  with 
existing  law.  I  am  not  critical  of  these  agencies.  In  fact,  I  under- 
stand that  one  or  both  of  them  are  anxious  to  have  some  provision 
made  to  prevent  this  waste  of  a  national  resource.  It  is  important 
that  proper  legal  steps  be  taken  so  that  these  agencies  will  be  author- 
ized and  directed  to  permit  the  use  of  their  excess  power  to  create 
aluminum  for  the  benefit  of  the  United  States  of  America.  Since  I 
understand  that  they  have  representatives  here  at  the  hearing  who  may 
testify  later,  I  will  not  elaborate  on  that.  I  simply  wish  to  emphasize 
the  importance  of  making  proper  provision  for  the  use  of  this  power 
at  low  rates,  as  was  emphasized  by  the  Senate  Small  Business  Com- 
mittee and  by  both  Mr.  Symington  and  Mr.  Clark  in  their  reports. 

REYNOLDS  METALS  CO.  HAS  NO  OPTIONS  TO  ACQUIRE  GOVERNMENT-DPC 

ALUMINA  AND  ALUMINUM  PLANTS 

Reynolds  Metals  Co.  produced  its  first  aluminum  in  its  privately 
owned  plant  in  Alabama,  in  May  1941,  which  happens  to  be  the  same 
month  and  the  same  year  in  which  our  Government  entered  into  its 
first  contract  with  the  Aluminum  Co.  of  Canada  to  so  enormously  ex- 
pand that  company's  production  in  that  country.  Thereafter,  the 
Government's  expansion  program  that  took  place  in  this  country  was 
all  granted  to  Alcoa  under  terms  now  condemned  by  Alcoa  as  "sub- 
sidies from  the  cradle  to  the  grave."  Alcoa  was  given  all  alumina  and 
aluminum  plants  for  operation  except  the  small  aluminum  plant  ac- 
corded to  the  Olin  Corp.  Thus  the  Reynolds  Metals  Co.,  although  the 
first  volunteer  to  engage  in  producing  aluminum  in  competition  with 
Alcoa  and  its  counterpart  in  Canada,  was  never  permitted  to  build 
or  operate  any  of  the  Government-DPC  alumina  and  aluminum  plants. 
So  we  have  no  options  to  acquire  any  such  plants. 

Senator  Wherry.  But  you  have  a  chance  to  lease  them  before  Alcoa 

does?  • 

Mr.  Caskie.  Apparently  so,  on  account  of  the  court's  opinion. 

[Continuing :] 

As  we  did  in  the  war  effort,  we  now  offer  in  the  reconversion  effort 
the  best  proposition  we  are  in  a  position  to  make,  namely,  that  set 
out  in  our  president's  letter  to  Messrs.  Symington  and  Husbands  under 
date  of  September  25,  a  copy  of  which,  with  your  permission,  I  will 
read. 


\A 


ftM 


I 


240 


ALUMINUM   PLANT  DISPOSAL 


ALUMINUM   PLANT  DISPOSAL 


241 


m 


i 


Before  doing  so,  however,  perhaps  I  should  read  what  Mr.  Hus- 
bands had  to  say  about  this  before  we  submitted  our  proposition.  At 
the  hearing  before  the  Special  Senate  Committee  Investigating  the 
National  Defense  Program,  at  Spokane,  Wash.,  on  August  21,  1945, 
Senator  Mitchell  inserted  in  the  record  a  letter  from  Mr.  Husbands  to 
Mr.  Symington,  dated  August  2, 1945,  reading  as  follows : 

I  am  enclosing  a  memorandum  for  your  personal  information. 

To  embark  on  this  program  would  be  quite  a  departure  for  peacetime  opera- 
tions, and  there  might  be  a  howl  that  the  Government's  guaranteeing  an  opera- 
tor against  loss  would  be  construed  as  a  subsidy. 

•  Hpwever,  the  plan,  under  the  circumstances,  is  common  sense,  if  we  can 
secure  efficient  and  sensible  operators  with  some  background  experience  in 
metallurgy. 

The  facts  are  the  Government  has  the  plants;  knowledge  of  operation  is  re- 
stricted to  Alcoa  and  Reynolds ;  the  Government  wants  to  realize  on  these  plants ; 
therefore,  the  Government  will  have  to  take  the  risk  incident  to  the  education  of 
new  operators. 

Would  like  to  talk  with  you  some  time  about  this. 

Now  let  me  read  you  the  memorandum  which  was  enclosed  in  that 
letter. 

August  2, 1945. 
Memorandum  re  leasing  of  aluminum  metal  plants. 

1.  Alcoa  has  definitely  stated  that  they  will  not  impart  their  know-how  to 
any  other  lessees  or  purchasers  of  Government-owned  plants.  Thus,  any  such 
lessee  will  have  to  acquire  the  know-how  from  experience  and  it  will  probably  be 
<;ostly. 

2.  Under  the  circumstances,  I  am  doubtful  that  we  will  be  able  to  get  any 
responsible  concern  to  undertake  the  operation  of  aluminum  plants  on  a  straight 
lease  basis  and  lay  ourselves  (I  think  he  meant  "themselves")  liable  to  losses  of 
operating  capital. 

3.  Assuming  it  is  in  the  public  interest  to  create  new  factors  in  the  aluminum 
metal  manufacturing  field,  the  lease  plan  now  in  effect  with  Alcoa  might  solve 
the  problem.    That  plan  would  be  as  follows  : 

(a)  Lease  only  those  plants  which  give  promise  of  being  economically  sound, 
namely,  Troutdale,  Oreg. ;  Spokane,  Wash. ;  Jones  Mills,  Ark. ;  and  possibly  Los 
Angeles,  Calif,  (if  in  the  latter  location  a  favorable  power  rate  can  be  obtained). 

(&)   The  lease  to  run  for  3,  4,  or  5  years  (length  of  time  to  be  determined). 

(c)  Lease  to  provide  that  lessee  operate  the  plants  with  its  own  operating 
^»pital. 

id)  Out  of  operating  profits,  lessee  to  pay  taxes,  insurance,  etc.,  on  the  plant. 
Next,  the  Government  to  be  paid  cash  representing  normal  depreciation  on  the 
plant,  the  remainder  of  the  profits  (before  income  taxes)  to  be  split,  85  percent 
to  the  Government  and  15  percent  to  the  lessee.  The  Government  to  stand  all 
losses  from  operation  (thus  the  Government  would  take  the  lion's  share  of  the 
earnings,  if  any,  against  its  guarantee  to  lessee  that  there  will  be  no  loss). 

4.  It  would  be  necessary  that  the  Government  exercise  control  over  the 
amount  of  money  paid  to  top-flight  management,  fees,  commissions,  and  other 
extraordinary  expenses,  to  prevent  exploitation  of  such  a  contract  as  men- 
tioned above. 

In  fhat  connection  I  might  say  that  the  EFC  now  has  absolute 
control  over  the  salaries  paid  to  the  officers  of  Keynolds  Metals  Co. 
That  is  part  of  the  contract  with  the  RFC  under  our  mortgage  loan, 
that  we  cannot  employ  anyone  to  whom  we  pay  more  than  |6,000  a 
year  salary,  nor  can  we  increase  any  officer's  salary,  without  getting 
approval  from  the  EFC. 

Senator  Revercomb.  Isn't  that  a  usual  provision  in  large  loans  bv 
the  RFC? 

Mr.  Caskie.  I  couldn't  tell  you ;  I  know  it  applies  to  us  and  we  have 
no  objection  to  it. 

Senator  O'Mahoxey.  It  is  worthy  of  note  in  that  connection  that 
yesterday  afternoon  when  Mr.  Wilson  read  into  the  record  another 


offer  to  the  Government  for  one  of  these  plants  it  fas  specifically 
set  forth  in  that  offer  that  the  Government,  probably  the  Kl^  C,  sHouia 
have  the  power  to  regulate  the  distribution  of  the  product.  1  say  it 
is  notable  because  it  comes  from  Alcoa,  and  it  is  an  invitation  trom 
Alcoa  for  a  degree  of  Government  regimentation  which  has  never 
before  been  exercised  except  during  time  of  war. 
Mr.  >Caskie.  Yes ;  that  is  correct.  Senator.  [Continuing : J 
5  Under  such  an  arrangement,  it  would  be  necessary  that  the  cooperation 
of  powei  companies  be  obtained  in  securing  a  power  contract  at  reasonable 
rates^  without  demand  charges.  Otherwise,  should  the  experiment  fail  after  a 
year  ^r  two,  the  Government  would  be  saddled  with  a  heavy  cancellation 
charge  that  would  run  into  millions  of  dollars. 

Now,  that  is  the  proposition  from  Mr.  Husbands  that  we  had  when 
we  offered  to  him  our  proposition. 
'  Senator  Revercomb.  The  date  of  that  letter,  please  i 
Mr.  Caskie.  August  2, 1945.  .  •      .    ^u 

Senator  Revercomb.  August  2, 1  might  point  out,"  was  prior  to  the 

fall  of  Japan. 
Mr.  Caskie.  Yes. 
Senator  Revercomb.  The  war  was  still  on. 

TV/T*.    C^ASTCTP       JL  eS 

Senator  Re*vi:rcomb.  And  the  terms  suggested  in  the  memorandum 
of  Mr.  Husbands  are  very  much  in  keeping  with  the  terms  ot  other 
contracts  on  aluminum  made  during  the  war,  are  they  not '? 

Mr.  Caskie.  But  thi^  was  entirely  as  to  new  people  coming  m  and 
operating  the  Government  plants,  Senator.  ^    .     ,    ^  ,  .         ,      ^ 

Senator  Wherry.  Does  the  offer  you  made  include  anything  about 
the  know-how  ?     If  it  does  I  will  reserve  my  questions  along  that  line. 

Mr.  Caskie.  Senator,  we  think  we  have  the  know-how. 

Senator  Wherry.  That  is  what  I  was  going  to  ask  you.  Do  you 
have  the  know-how  to  operate,  for  example,  the  Hurricane  Creek  or 
Jones  Mills  plants  profitably  ? 

Mr.  Caskie.  You  mean  to  get  it  fresh  now  ? 

Senator  Wherry.  Yes. 

Mr.  Caskie.  Yes. 

Senator  Wherry.  You  can  do  it  without  that  ? 

Mr.  Caskie.  Yes;  otherwise  we  wouldn't  be  m  business  at  all. 

Senator  O'Mahoney.  It  ought  to  be  made  clear  at  this  point  that 
Mr.  Husbands,  in  writing  that  letter,  was  not  making  any  binding 
commitment,  nor  was  he  expressing  the  belief  that  any  Government 
agency  had  the  authority  to  make  such  a  contract. 

Mr.  Caskie.  Exactly  so,  Senator;  but  it  was  the  only  defanite  expres- 
sion that  we  could  get  as  to  the  conditions  and  terms  under  which 
the  Government  might  lease  these  plants.  ,      •      i» 

Senator  O'Mahoney.  It  was  an  effort  to  define  the  basis  of  con- 
sideration. ,        .       .  .       ,  XI 

Senator  Wherry.  It  was  the  beginning  of  a  horse  trade. 
Mr.  Caskie  (continuing) : 

Based  upon  this  proposal,  or  suggestion  of  Mr.  Husbands,  we  submitted  our 
proposal.  To  meet  Mr.  Symington's  views,  we  agreed  to  make  our  proposal 
more  favorable  to  the  Government  than  Mr.  Husbands'  by  assuming  15  percent 
of  any  losses  that  might  occur  during  any  year  following  the  first  year's  opera- 
It  was  in  that  atmosphere  that  we  submitted  our  proposal,  expecting  that  it 
would  receive  the  approval  of  all  agencies  and  believing  that  it  was  a  better 
proposal  than  could  be  obtained  from  any  other  source. 
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Now,  this  proposal,  gentlemen,  is  addressed  to  Mr.  Symington  and 
Mr.  Husbands,  under  date  of  September  25, 1945 : 

Recognizing  the  Gavernment's  announced  policy  of  disposing  of  its  aluminum 
plants  in  such  a  way  as  to  establish  effective  competition,  we  are  willing  to  under- 
take immediate  operation  of  the  HurricaneCreek  alumina  plant  and  the  Jones 
Mills,  Spokane,  and  Troutdale  reduction  plants  on  the  following  basis : 

1.  Term. — ^Five-year  lease. 

2.  Sales  and  stock  piling. — Reynolds  shall  endeavor  to  sell  the  output  of  the 
reduction  plants  at  a  base  price  not  to  exceed  14  cents  for  virgin  pig  and 
15  cents  for  virgin  ingot.  The  Government  shall  purchase  any  surplus  at  14 
cents  for  pig  and  15  cents  for  ingot,  and  shall  hold  such  aluminum  as  a 
stock  pile  for  national  defense  or  for  sale  at  current  prices  to  commercial  users 
whenever  private  production  cannot  supply  the  demand  at  current  prices.  The 
Government  need  not  purchase  more  than  85  percent  of  the  capacity  of  the  plants, 
nor  more  than  500,000,000  pounds  a  year,  nor  for  longer  than  3  years. 

Now,  that  500,000,000-pound  figure  is  wrong.  Eighty-five  percent 
of  the  maximum  capacity  of  those  plants  would  represent  only  a  little 
over  400,000,000  pounds.     There  was  an  error  in  calculation  there. 

Mr.'BoRCHARDT.  May  I  interrupt  to  ask  you  if  this  feature  of  the 
purchase  of  the  ingot  appeared  in  Mr.  Husbands'  memorandum  ? 

Mr.  Caskie.  It  did  not.     [Continuing :] 

Since  the  Government  owns  the  plants,  the  major  i)ower  facilities,  and  a 
3,000,00^-ton  bauxite  stock  pile,  its  additional  out-of-pocket  expenditure  to  con- 
vert the  bauxite  into  virgin  aluminum  will  not  exceed  6  cents  per  pound.  By 
resuming  operation  of  these  plants  and  purchasing  the  surplus  for  stock  pile, 
the  Government  will  convince  large  users  that  there  will  always  be  an  ample 
supply  of  aluminum  at  fair  prices,  and  will  stimulate  employment  in  the  fabri- 
cation of  aluminum  products. 

3.  Profit-sharing  basis. — RFC  will  receive  85  percent  of  the  profits  plus  all 
actual  depreciation  and  will  pay  all  expenses  including  direct  overhead  charge- 
able to  the  plants  and  allowances  for  indirect  overhead  similar  to  those  in  the 
Alcoa-DPC  lease;  i.  e.,  4  percent  of  the  sales  value  of  the  aluminum  produced 
up  to  512,000,000  pounds  per  annum  and  2  percent  thereafter,  and  4  percent 
on  the  alumina  production  not  to  exceed  $400,000  per  annum.  Reynolds  will 
absorb  15  percent  of  any  over-all  losses  after  the  first  year. 

4.  Working  capital. — RFC  shall  supply  85  percent  of  the  working  capital  at 
S  percent  interest. 

5.  Rental  basis. — At  any  time  after  1  year,  Reynolds  may  elect  to  pay  rental 
for  the  remainder  of  the  lease  in  lieu  of  the  arrangement  under  which  RFC 
pays  the  expenses  and  receives  85  percent  of  the  profit.  Rental  shall  be  ne- 
gotiated on  the  basis  of  a  reasonable  percentage  of  sales  based  on  the  DPC 
formula  whereby  the  equipment  would  be  amortized  at  the  rate  of  12  percent 
per  annum,  the  buildings  at  5  percent,  etc.,  when  the  plant  is  operating  at  capac- 
ity. For  example,  if  the  reproduction  value  of  the  useful  facilities,  after  de- 
ducting depreciation,  is  $60,000,000,  and  the  average  depreciation  rate  is  8  per- 
cent, RFC  would  expect  a  maximum  rental  of  $4,800,000  per  annum.  Assum- 
ing total  annual  sales  at  capacity  to  be  $96,000,000,  a  rental  based  on  5  percent 
of  the  sales  would  yield  $4,800,000  (5  percent  X  $96,000,000=$4,800,000). 

6.  Alumina.— During  the  term  of  the  lease,  alumina  shall  be  sold  to  other 
plants  and  outsiders  at  cost  plus  6  i)ercent. 

7.  Bauxite. — Reynolds  may  supply  bauxite  at  market  prices  or  may  purchase 
bauxite  from  the  Government's  stock  pile  at  the  same  prices  paid  by  Metals 
Reserve. 

8.  Power.— Power  shall  be  provided  under  contract  between  RFC  and  the 
power  supplier,  and  the  cost  thereof  shall  be  charged  as  a  cost  of  operation 
in  the  same  manner  as  in  the  Alcoa-DPC  agreement. 

9.  Insurance  and  taxes. — Reynolds  will  procure  proper  insurance  and  pay  all 
taxes,  which  shall  be  expenses  of  operation. 

Senator  Wherbt.  Could  you  say  what  the  power  cost  was  in  that 
DPC  agreement  that  Alcoa  had  ? 


Mr.  Caskie.  In  the  DPC  agreement  with  Alcoa,  the  RFC  agreed  to 
furnish  all  the  power. 
Senator  Wherry.  I  see. 
Mr.  Caskie  (continuing) : 

PATENTS 

10.  Patents.— RFC  will  obtain  licenses  under  any  patents  necessary  to  operate 
the  plants. 

Senator  McClellan.  In  that  connection  is  it  necessary  to  obtain  any 

^^Mr.  Caskie.  If  that  is  not  necessary,  that  is  no  problem.    If  there 
are  any  patents  we  certainly  don't  want  to  assume  that  because  it 

might  be  ruinous.  .     .  i    u  i.  t 

Senator  McClellan.  I  wasn't  questioning  your  proposal,  but  i 

didn't  understand  that  there  were  any  patents. 

Mr.  Caskie.  In  making  a  proposition.  Senator,  you  have  to  be  sure 

that  you  cover  everything.  ,     .      .,    . ,    ^  t        ^  ^    i      « 

Senator  McClellan.  I  am  not  questioning  that  but  I  want  to  know 

if  there  are  any  at  the  present  time  ? 

Mr.  Caskie.  I  don't  know,  but  I  assume  that  there  are. 

Senator  O'Mahoney.  The  testimony  yesterday  was  that  the  Alumi- 
num Co.  had  a  patented  process  at  Hurricane  Creek. 

Sanator  McClellan.  There  was  something  in  the  opinion  o±  the 
Court  to  the  effect  that  there  had  been  no  restrictions  by  way  of  pat- 
ents subsequent  to  1909.  T.C     -^r-i       ?    ^    ^-  -P 

Sanator  O'Mahoney.  I  am  referring  to  Mr.  Wilson's  testimony  of 
yesterday.  The  Court's  decision  was  based  upon  conditions  that  ex- 
isted as  of  1940.  .     ,  ,      i         1      1       J 

Senator  McClellan.  And  this  particular  process  has  been  developed 

since  then  ?  . 

Senator  O'Mahoney.  It  was  developed  since,  as  I  understand  it, 
under  the  conditions  which  were  brought  about  by  the  Governm^t 
program  of  sustaining  all  producers  of  aluminum  for  the  purposes 

of  the  war.  ,  .     ,    •        .i     t_     •      • 

Senator  Wherry.  The  patent  has  been  acquired  since  the  beginning 

of  the  war,  but  I  understood  that  the  processes  had  been  in  vogue  for 

nearly  20  years ;  that  is  the  know-how. 

Senator  O'Mahoney.  I  think  there  was  a  new  process  that  was 

Senator  Wherry.  That  is  why  I  asked  Mr.  Caskie,  when  he  started 
out  if  he  could  operate  any  of  these  plants  without  that  know-how— 
which  is  those  patents— or  whether  he  would  have  to  acquire  them  m 
order  to  be  on  the  same  basis  with  a  competitor. 

Mr.  Caskie.  Of  course,  Senator,  if  you  don't  acquire  the  patent 
rights,  nobody  but  Alcoa  could  operate  the  plant. 

Senator  Wherry.  Then,  to  be  sure  you  can  do  it  you  have  to  acquire 

them.  .  .,    .  .  1 

Mr.  Caskie.  Yes ;  so  that  is  the  reason  we  put  that  in  our  proposal. 

Mr.  GoLDSCHMiDT.  That  is  that  lime-soda-sinter  process? 

Mr.  Caskie.  Yes.  .       ,       ^  .     -       ^    v.  •  *. 

Senator  McClellan.  That  is  what  I  was  trying  to  bring  out, 
whether  there  was  any  patent  that  had  to  be  acquired  if  the  competitor 
were  actually  in  fact  to  be  able  to  compete  with  Alcoa. 
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Mr.  Caskie.  It  would  be  a  very  unfortunate  situation  if— here  we 
have  a  Government  plant  costing  $23,500,000,  a  Government  plant— 
if  those  patent  rights  are  not  made  available  then  there  is  no  one  to 
operate  that  Government  plant  costing  $23,500,000,  but  Alcoa. 

Senator  Revercomb.  What  is  your  idea  as  to  how  RFC  would  obtain 
them  and  make  them  available? 

Mr.  Caskie.  We  were  told  by  the  RFC  that  that  would  be  a  matter 
which  wouldn't  be  very  troublesome— that  they  were  assured  of  that 

by  Alcoa. 

Senator  O'Mahoney.  This  brings  out  into  the  clear  the  very  heart 
of  the  problem.  The  people  of  the  United  States,  by  their  contribu- 
tions by  way  of  taxes  and  by  way  of  the  purchase  of  bonds,  have  con- 
structed these  plants.  Now,  the  question  is,  what  are  we  going  to  do 
with  these  plants.  Are  we  going  to  make  them  available  for  competi- 
tive industry,  are  we  going  to  lock  them  up,  or  are  we  going  to  let  them 
drop  into  the  lap  of  the  Aluminum  Co.  of  America  ? 

Mr.  Caskie.  I  am  going  to  deal  a  little  bit  later.  Senator,  with  the 
questions  you  ask,  in  their  order,  just  as  you  put  them. 

Senator  McClellan.  Just  one  other  point  in  that  connecfion.  There 
is  no  restriction  on  you  now  as  to  any  process  that  you  may  have  and 
may  have  developed  to  use  in  competition  with  Alcoa,  is  there? 

Mr.  Caskie.  No;  but  if  this  plant  is  so  constructed  that  it  is  in- 
capable of  being  operated  efficiently  except  by  the  use  of  Alcoa's  patent, 
and  that  patent  cannot  be  made  available  to  any  prospective  purchaser, 
or  anyone  who  wants  to  lease  the  property,  than  of  course  there  is 
nothing  to  do  but  let  it  stand  idle  or  give  it  to  Alcoa. 

Senator  McClellan.  Is  that  a  statement  of  fact  ? 

Mr.  Caskie.  As  I  see  it. 

Senator  McClellan.  That  the  plant  has  been  so  constructed  that 
it  can  only  be  operated  by  the  use  of  this  patent  ? 

Mr.  Caskie.  That  is  what  I  understand. 

Senator  McClellan.  Well,  I  just  asked  that  for  my  own  informa- 
tion. 

Mr.  Caskie.  I  think  it  is  part  and  parcel  of  the  whole  operation.  I 
am  afraid  you  would  infringe  on  the  patent  if  you  attempted  to  operate 
that  plant  outside  of  the  patent. 

Senator  McClellan.  That  is  what  I  want  to  get  clear. 

Senator  O'Mahoney.  Of  course,  it  might  be  worthy  of  comment 
that  the  patent  was  a  grant  from  the  United  States. 

Mr.  Caskie.  Oh,  yes. 

Senator  O'Mahoney.  And  when  the  Government  of  the  United 
States  grants  a  limited  monopoly,  as  it  does  under  the  patent  law,  and 
quite  properly  so,  to  any  inventor,  it  is  granting  to  that  inventor  the 
protection  of  the  United  Staes  against  competition. 

Senator  Wherry.  Would  this  question  be  proper  ?  As  I  understand 
it  this  patent  enables  the  producer  to  take  low-grade  ore  and  compete 
successfully  with  a  producer  using  high-grade  ore  ? 

Senator  O'Mahoney.  The  testimony  of  Mr.  Wilson  yesterday  was 
that  this  process  is  capable  of  operating  on  the  site  where  low-grade 
bauxite  is  produced,  and  operating  successfully. 

Senator  Wherry.  Is  there  any  other  plant  where  you  could  accom- 
plish the  same  result  except  Hurricane  Creek?  That  is,  is  there  any 
other  plant  that  will  do  at  any  other  location,  the  same  thing  that 
Hurricane  Creek  will  do?  .         . 


Siniryr^a^"  -TeU?^^^^^^^^^^  b^-ng  red  xnud  up  to 

^tengofM^ hkI"^  C  th^rany  bauxite  re^rves  available  on 
'^^t  Frrt^SirrnrrytrACU  in  any  substantial 
•^"SSmitche...  Are  there  any  that  you  might  utilize  by  mov- 

"^tnlfo^^tS  Yt^ouldn't  have  to  use  the  Alcoa  patent, 

*m1  Caskt..  You  wouldn't  have  to  "-  the^-^/K^^iS 
they  have  some  patent  in  connection  ^^fniodv  ebe3  use  it. 
that  might  tie  up  that  process  too,  so  that  nobody 

'  M? (ScHKiDT.  But  the  Baton  Rouge  plant  is  not  a  sintering 
P  M J  WiE.  No ;  but  I  understand  they  have  a  sintering  plant  adja- 
cent to  it.    May  I  now  proceed? 

Senator  O'Mahoney.  les. 

Mr.  Caskie  (continumg) :  ^    ^^^^^  ^^  ^^^^^^ 

11.  Re<^rd>  ««tl'^rine^SfproflfVr^V*anrrec^^  of  shipments 
and  expenses  necessary  to  <l®^^.^°r"^ .  j^^^p  for  audit 

anS  invoices,  which  shall  ^e  f  ^^^.^^^^^^^^  additional  assurance 

12.  Cartels.— In  order  that  the  ^ovf  ^"^^^^ ition  in  the  production  and  sale 
that  there  will  be  effective  and  g^^^^^^^^^^Xfagiees  that  it  will  not  restrain 
of  alumina  and  virgin  aluminum  Reynold^^^  agreements  or  agreements 
competition  in  these  products  by  f  tf  ^^^  ^^^^  '^''^' 

with  competitors  in  restramt  of  trade.  p^^viged  for  nonperformai^ice  result- 

sort  of  thing,  have  come  up  repeatedly. 

CANCELLATION   CLAUSE 

14.  CaneeUatUn..--RrO  «haU  have  the  nght  to  oance,  «"  ™ths- notU=e^^hen^^ 

ever  aggregate  rental  PW°f  °tL,*2^*7t  SXaChave  the  right  to  cancel  on 
lent  to  an  annual  rental  of  ?1'0*^'2^.  Av  Kevnolds  nncured  for  30  days  after 

Tender  Beynolds'  V^ovo^^^^  g^^ZT^T^^^St't 
So?oi  ?yr:trb^venh?Hg?rt:TnS  the  agree^ment.    Now, 
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keep  in  mind  that  they  are  losing  money  today ;  these  plants  are  lying 
idle.    The  Government's  power  is  going  to  waste. 

Senator  McClellan.  In  that  connection  I  note  that  you  ask  for  a 
6-month  cancellation  notice.  Would  you  be  willing  to  3  months  or 
2  months  ? 

Mr.  Caskie.  I  would  certainly  be  glad  to  take  that  under  considera- 
tion if  you  think  it  is  of  importance. 

Senator  McClellan.  What  I  am  trying  to  ascertain  is  this :  This 
is  a  proposal  for  a  lease.    Of  course,  it  is  a  5-year  lease. 

Mr.  Caskie.  Yes. 

Senator  McClellan.  But  in  connection  with  the  proposal  that  was 
made  for  the  interim  operation  the  KFC  and  the  Defense  Plant  Cor- 
poration, and  the  Surplus  Property  Board  made  a  proposition  on  a 
60-day  cancellation,  and  I  was  wondering  if  you  thought  that  that  6 
months  was  of  great  importance— -of  course,  it  might  be  more  desir- 
able— ^but  whether  you  could  successfully  close  those  plants,  and  so 
forth,  in  a  60-day  period  of  time  ? 

i    Mr.  Caskie.  It  would  save  us  money,  sir,  if  you  would  cut  it  to  3 
months  instead  of  6. 

Senator  McClellan.  You  would  be  willing  to  cut  it  down  more  ? 

Mr.  Caskie.  I  certainly  would,  but  this  was  to  give  the  Government 
6  months'  notice. 

Senator  McClellan.  No  ;  it  is  to  give  you  6  months'  notice. 

Mr.  Caskie.  Keynolds  may  cancel  on  6  months'  notice,  effective 
after  1  year  of  operation.  If  you  cut  that  to  3  months,  it  would  be  to 
Keynolds'  advantage  to  do  it. 

Senator  McClellan.  You  say,  "RFC  shall  have  the  right  to  cancel 
on  6  months'  notice  whenever  aggregate  rental  payments  for  two  con- 
secutive quarters  ai*e  not  equivalent  to  an  annual  rental  of  $1,000,000." 

Mr.  Caskie.  You  wouldn't  want  to  cancel  an  agreement  after  one 
quarter.    Should  think  you  would  want  at  least  two  quarters. 

Senator  Mi^Clellan.  But  they  have  got  to  give  you,  under  that 
statement,  6  months'  notice  before  they  could  close  out  their  contract 
with  you.   • 

Mr.  Caskie.  That  is  true,  and  we  have  the  6  months'  notice. 

Senator  McClellan.  The  point  I  am  raising  is — would  it  be  prac- 
tical and  feasible  for  both  parties  to  reduce  that  time? 

Mr.  Caskie.  I  don't  know,  but  from  cmv  point  of  view  we  will  be  glad 
to  give  it  consideration. 

Senator  McClellan.  You  see  what  I  am  interested  in  is  this.  These 
plants  are  closed  and  I  don't  think  there  was  any  necessity  for  closing 
them. 

Mr.  Caskie.  Neither  do  I. 

Senator  McClellan.  I  think  it  could  have  been  handled  so  that  they 
wouldn't  have  had  to  be  closed. 

Mr.  Caskie.  I  thoroughly  agree  with  you  and  I  will  come  to  that  a 
little  bit  later,  too.     [Continuing :] 

15.  General. — The  plants  shall  be  put  in  fully  equipped  condition  for  efficient 
operation,  and  Reynolds  shall  be  indemnified  against  losses  resulting  from  claims 
of  adjacent  or  nearby  property  owners  arising  from  the  operation  of  such  plants. 

16.  Assignability.— RFC  may  assign  to  another  Government  agency,  but  Rey- 
nolds may  not  assign  except  to  a  subsidiary. 
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cent  on  "machinery,  5  percent  on  ^^^^^^^  ^        P  _^^  ^^  ^^^ 

rental  received  by  KFC  dui  ng  Keyno  Us  open^^^^  ^^^^  ,,^£,^5^2 

f=t'a"f  ^"r':"nfaKu?e^df;mort.t^^^^^^  the  plants  principal  payuients 
lo  be  made  in'lqual  annual  installments  over  a  30-year  period. 

Senator  Wherry.  Does  that  mean  the  value  shall  be  determined 
upon  the  earnings  of  the  plant  m  peacetime  ( 

lena^'or  Wherrt'' I  didn't  quite  get  that ;  I  don't  have  a  copy  of  your 

statement.  ,    ^       ^       .  ,  n-u  ^^^ 

Mr  r  vsKiE   I  will  be  glad  to  furnish  you  with  one. 
Snator  Whekky.  What  does  it  mean  ?    If  you  are  going  to  purchase 

a  plant,  how  do  you  value  it? 

Mr  C  VSKIE.  You  first  appraise  it.  ^ 

Senator  Wherry.  That  is,  the  physical  value  of  the  plant? 
Mr.  Caskie.  Yes. 
l!;'c:Zr^^^^  -me  shaH  be  deducted  de- 

^TinaS  McClellan.  That  appraisal  is  based  upon  the  cost  of  con- 
struction under  normal  conditions ;  is  that  correct « 

Mr.  Caskie.  Yes. 

Senator  McClellan.  And  then  depreciated. 

MrCASKiE.  I  understand  the  RFC  has  this  policy,  whether  it  be 
aCinuS^^  or  any  other  kind  of  plants.  They  get  mdependent 
tpS^s  to  appraise  the  value  of  the  property,  is  reproduction 
cosHnder  present  prices.  That  eliminates  the  double  time  and  the 
overtime  and  the  time  and  one-half  that  was  incurred  m  the  con- 
SSn  of  these  plants.  That  is  wartime  costs  that  must  be  charged 
to  our  war  program.  Now  from  that  they  take  depreciation  that 
has  accrued  o%e  plant  since  it  was  constructed. .  But  we  also  allow 
the  Government  3-percent  interest  on  that  depreciated  value.  [Con- 
tinuing:] 

1R  First  refusal— If  Reynolds  elects  not  to  exercise  its  option,  it  shall  have 
thf  ri  Jht  to  buy  any  plant  if  it  meets  the  best  offer  received  by  the  Government. 

Of  course,  if  it  can't  do  that  it  is  out. 

If  we  are  able  to  work  out  a  deal  for  the  plants  listed  above,  we  desire  to 
negotiate  for  one  of  the  Government-owned  sheet  plants. 

I  might  say  in  that  connection  that  it  was  a  sheet  plant  at  Spokane 
that  we  had  in  mind. 

SUBSIDIES  AND  GOVERNMENTAL  AID 

I  have  been  struck  with  particular  force  with  the  discussion  of 
subsidies  in  the  operation  of  aluminum  plants  whether  they  be  pri- 
vatelv  owned  or  Government-owned,  whether  they  be  in  this  country, 
or  in  Canada.  The  industry  has  reached  its  present  proportions 
through  subsidies  and  governmental  aid  in  one  form  or  another. 
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Keynolds  Metals  Co.  financed  its  owli  alumina  and  aluminum 
plants  through  its  own  credit  and  capital.  It  borrowed  a  total  of 
$46,000,000  from  the  Reconstruction  Finance  Corporation  on  fully 
secured  first  mortgages  on  all  of  its  properties.  No  one  has  ever 
questioned  the  sufficiency  of  the  Government's  collateral  which  we  gave 
to  it  for  the  loan.  We  were  the  first  and  only  company  in  the  Western 
Hemisphere  that  has  ever  undertaken  to  compete  with  the  Aluminum 
Co.  of  America  and  their  counterpart  in  Canada.  Although  we  were 
alone  in  this  undertaking  and  brought  our  first  plants  into  produc- 
tion in  May  1941,  it  was  in  that  same  month  and  year  that  our  Gov- 
ernment went  to  Canada  and  there  financed  an  enormous  expansion 
of  a  company  that  was  no  larger  then  in  the  production  of  ingot  than 
Reynolds  is  now.  There  they  have  power  facilities  largely  financed 
by  our  Government  and  the  British  Empire  through  advanced  pay- 
ments for  a  total  of  1,300,000,000  pounds  of  aluminum  and  other- 
wise, which  has  been  referred  to  in  the  several  reports  now  before 
you.  They  now  have  the  largest  and  most  efficient  aluminum-reduc- 
tion plant  in  the  world  as  a  consequence  of  our  Government's  aid. 

Senator  Revercomb.  May  I  interrupt  you  there? 

Mr.  Caskie.  Yes,  sir. 

Senator  Revercomb.  Was  that  not  done  in  the  midst  of  war? 

Mr.  Caskie.  Yes. 

Senator  Revercomb.  That  was  a  war  program.  We  are  dealing 
here  with  the  future  peace  program. 

Mr.  Caskie.  Yes ;  and  I  am  coming  to  that  right  away. 

Senator  Wherry.  Mr.  Caskie,  do  you  maintain  now  that  the 
Aluminum  Co.  of  America  owns  and  operates  the  Canadian  company 
as  a  subsidiary? 

Mr.  Caskie.  No,  sir. 

Senator  Wherry.  Then  when  you  say  "counterpart"  what  do  you 
mean? 

Mr.  Caskie.  Well,  it  is  a  copy.  Tlie  control  of  the  two  companies, 
I  think,  is  in  the  hands  of  the  same  people. 

Senator  Wherry.  That  is  what  I  wanted  to  know. 

Mr.  Caskie.  And  they  object — and  I  think  perhaps  from  a  corporate 
entity  standpoint — ^to  saying  that  they  are  an  affiliate.  So  I  was 
trying  to  find  something  that  would  fit  this  very  peculiar  situation. 

Senator  Wherry.  So  you  call  them  a  "counterpart"  ? 

Mr.  Caskie.  Yes ;  I  think  it  is  pretty  good. 

Senator  O'Mahoney.  As  I  get  your  point,  Mr.  Caskie,  it  is  this,  that 
the  people  of  the  United  States  made  an  advance  purchase  of  1,300,- 
000,000  pounds  of  aluminum  for  the  purpose  of  constructing  a  plant 
in  Canada  which  was  capable  of  producing  not  only  for  war  but  for 
peace  too,  in  the  years  following  the  war  ? 

Mr.  Caskie.  If  it  was  only  for  the  war  that  that  plant  was  going  to 
operate,  we  would  feel  very  much  more  comfortable,  the  Reynolds 
Metals  Co.  would. 

Senator  O'Mahoney.  So  this  was  a  Government  subsidy  which  ex- 
tends far  beyond  the  period  of  the  war  ? 

Mr,  Caskie.  Undoubtedly. 

Senator  O'Mahoney.  And  it  was  a  Government  subsidy  from  the 
United  States  to  a  foreign  producer? 

Mr.  Caskie.  Yes. 

Senator  O'Mahoney.  That  is  my  interpretation  of  it. 


problem  SHIPSHAW  contracts  PRESENT  TO  UNITED  STATES  POWER 

facilities 

Senator  Wherry.  Mr.  Chairman,  I  would  like  to  ask  Mr  Anderson 
a  question.  I  think  this  Shipshaw  contract  was  developed  at  one  ot 
our  hearings? 

Mr.  Anderson.  That  is  right.  .  •     n  , 

Senator  Wherry.  And  we  came  to  the  same  conclusions,  practically, 
as  testified  to  here,  that  there  was  a  lower  power  rate  and  that  we 
couldn't  understand  why  it  was  that  RFC  would  renew  the  contract; 
isn't  that  right  ? 
Mr.  Anderson.  Very  true.  .         .    ,  u    •        ^  +1.^ 

Senator  Wherry.  And  they  put  it  strictly  on  a  war  basis— at  the 
time  thev  had  to  have  aluminum  and  were  justified  in  going  any  place 
necessary  to  go  to  get  it.  They  put  it  on  that  basis.  Now  when  we 
brought  it  to  their  attention  that  we  had  more  aluminum  than  we 
knew  what  to  do  with,  it  was  my  understanding  that  RFC  canceled 
that  contract ;  is  that  right ?  ^,      ,  .   .  +•  „  ^# +i.^ 

Mr.  Anderson.  That  is  right.  The  then  remaining  portion  of  the 
new  contract  was  canceled  and  at  a  saving  of  millions  of  dollars,  as  a 
result  of  the  pressure,  by  the  way,  of  you,  and  Senator  Murray,  and 
the  other  Senators  on  the  Small  Business  Committee. 

Senator  Wherry.  We  have  made  no  other  commitments  now  to  take 
(heir  output,  have  we? 
Mr.  Anderson.  No.  .  .        - 

Senator  Revercomb.  May  I  ask  this  question:  Do  you  believe  for 
a  moment  that  this  Government  would  have  in  any  way  entered  into 
a  contract  under  any  plan  of  subsidy  with  the  Canadian  Government 
had  we  not  been  in  the  war  ?  Don't  you  think  it  was  a  product  of  war  ^ 
Mr  Caskh:.  I  think  this,  Senator :  I  don't  think  it  could  be  justi- 
fied on  any  other  ground  than  that  the  power,  and  the  aluminum  to 
be  produced  from  it,  could  not  be  produced  in  this  country. 

Senator  O'Mahoney.  I  think  Senator  Revercomb  is  asking  that 
question  of  me.    [Laughter.] 

Senator  Revercomb.  No  ;  I  am  asking  the  witness.  ^  ,  ^ 
Mr.  Caskie.  I  will  say  that  I  think  the  Secretary  of  the  Interior 
and  perhaps  Dr.  Raver— I  may  be  wrong—have  testified  that  had 
they  been  approached  by  the  same  parties  m  the  War  Production 
Board  stating  that  this  was  required,  steps  could  have  been  taken  to 
have  developed  that  power  in  the  Pacific  Northwest— or  something  to 
that  effect.  I  may  be  wrong  about  it,  but  I  understand  that  some 
testimony  along  that  line  was  given.  ,    ^  •     »wi,  ^ 

Senator  Revercomb.  Not  to  digress  from  aluminum,  but  isn  t  that 
in  the  same  class  of  cases— under  the  stress  of  war  and  the  need  tor 
fast  movement  in  war— such  as  the  establishment  of  these  airports 
on  foreign  soil,  built  with  American  money,  which  we  can  t  even  take 
a  commercial  plane  into,  and  justified,  then   by  those  who  brought 
about  those  contracts,  as  a  war  measure  ?    Isn't  this  a  parallel  case  i 
Mr.  Caskie.  I  think  we  can  all  draw  our  own  conclusions. 
Senator  Revercomb.  I  should  have  said,  "attempted  to  be  justihed. 
Mr   Caskie.  I  will  say  this:  We  made  the  best  arrangement  we 
could  with  the  RFC  to  secure  the  money  to  build  our  own  plants,  and 
thev  required  of  us  first  mortgages,  4  percent  interest  payments,  con- 
trol over  our  officers'  salaries,  and  then  they  turned  around  and  made 
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this  contract  with  Canada  without  reforming  the  provisions  of  our 
contract. 

Senator  Eevercomb.  Well,  it  has  been  recommended  that  you  be 
given  those  benefits,  hasn't  it  ? 

Mr.  Caskie.  The  Senate  Committee  on  Small  Business  has  rec- 
ommended it. 

Senator  Revercomb.  But  getting  back  to  the  Canadian  contract, 
wasn't  that  a  wartime  contract? 

Mr.  Caskie.  Unquestionably  so. 

Senator  O'Mahoney.  There  is  no  doubt  about  that.  My  point  is 
that  it  was  a  wartime  contract,  a  wartime  subsidy  contract,  by  the 
Government  of  the  United  States;  but  it  was  a  subsidy  of  such  vast 
proportions  that  it  resulted  in  the  construction  of  a  facility  which 
will  operate  long  after  the  war.  So  that  we  have  a  continuing  subsidy 
extending  into  the  peace. 

Senator  Wherry.  And  we  did  as  much  as  we  could,  .the  adminis- 
tration did — I  am  coming  to  the  defense  of  the  administration 

[Laughter.] 

Senator  O'Mahoney  (interposing).  Fine. 

Senator  Wherry  (continuing).  To  cancel  the  contract  so  that  they 
wouldn't  continue  to  purchase  the  aluminum  in  competition  with  this 
very  firm  that  made  that  showing  in  that  case. 

Senator  O'Mahoney.  That  is  not  in  issue  here. 

Senator  Wherry.  I  wanted  to  say  that  about  the  administration 
for  your  benefit.     [Laughter.] 

Mr.  Troy.  I  just  want  to  state  that  the  subsidy  was  further  enhanced 
by  the  Canadian  Government  in  special  tax  allowances.  In  other 
words,  they  were  allowed  to  amortize  their  plant  immediately  before 
paying  taxes;  so  they  owned  it,  lock,  stock,  and  barrel,  which  they 
never  would  have  done  had  the  profits  been  taxable. 

Senator  Revercomb.  And,  I  want  to  add,  would  never  have  been 
done  had  these  countries  not  have  been  Allies  in  this  war. 

Senator  O'Mahoney.  There  is  no  doubt  about  that.  But  whatever 
the  cause,  the  effect  of  what  was  done  is  clear,  which  is  to  make  it  more 
difficult  for  independent  enterprise  to  operate. 

Senator  McClellan.  I  think,  Mr.  Chairman,  we  could  say  about 
this  just  what  we  could  say  about  practically  all  lend-lease — that  we 
did  it  to  win  the  war,  and  we  are  going  to  find  some  ill  effects  from 
it  in  j)eace. 

Senator  O'Mahoney.  Now  we  are  struggling  with  the  results,  and 
we  want  to  know  what  is  best  to  do. 

Senator  Wherry.  You  don't  recommend  continued  payment  of  sub- 
sidies, if  we  can  avoid  it,  to  bring  the  Canadian  people  into  existence 
to  help  private  enterprise  in  this  country,  do  you,  Mr.  Chairman  ? 

Senator  O'Mahoney.  Senator,  I  am  endeavoring  to  develop  the  facts 
so  that  we  may  lay  the  basis,  if  at  all  possible,  to  secure  the  operation 
of  independent  free  enterprise. 

Senator  Wherry.  If  you  pursue  that  argument  to  the  extreme,  you 
would  not  only  subsidize  our  own  companies  but  all  other  companies 
in  other  countries,  to  create  more  business  for  private  enterprise  on 
the  Western  Hemisphere. 

Senator  O'Mahoney.  The  Senator  makes  an  argument  which  is  not 
justified  by  what  was  said. 


SUBSIDIZE  power  OPERATIONS 

Mr.  Goldschmidt.  The  contract  that  was  settled  was  the  second 
contract  and  not  the  basic  contract  under  which  this  Project  was 
built  I  would  like  to  make  one  other  comment,  if  I  might,  about 
the  problem  that  Shipshaw  presents  to  the  power  facilities  m  this 
country,  because  that  is,  as  all  aluminum  operations  are,  largely  a 
power  facility.  I  think  Mr.  Caskie's  testimony  is  intended  to  suggest 
that  in  view  of  the  fact  that  a  pro  ect  has  been  built  m  Canada  which 
n  effect  subsidizes  that  operation-I  am  using  that  word.  Senator 
Wherry-f  or  peacetime  as  well,  something  perhaps  ought  to  be  done 
to  subsidize  power  operations  in  this  country.  In  other  words,  that 
what  is  sauce^or  the'^Shipshaw  goose  might  be  sauce  for  the  Bonne- 
ville and  Coulee  gander.     I  think  that  was  the  line  of  argument. 

Mr.  De  Luccia.  May  I  make  a  comment  on  that? 

Senator  O'Mahoney.  Yes.  ,        ^i     ^ 

Mr  De  Luccia.  Yesterday  Mr.  Olds  commented  on  the  transmis- 
sion line  liability  accruing  to  the  operation  of  any  of  these  plants. 
The  fact  is,  I  think,  in  that  case,  that  the  plants  were  located  not 
as  a  compaAy  which  might  want  to  produce  aluminum  in  peacetime 
would  have  chosen,  but  rather  at  the  express  dicta,tion  of  WPB  due 
To  war  conditions,  with  the  result  that  you  have  a  situation  where  the 
Canadian  plant  is  located  at  the  source  of  power,  while  these  plants 
in  the  United  States  are  located  at  the  ends  of  transmission  lines. 

Now  the  point  is  that  the  transmission  lines  might  well  be  elim- 
inated in  the  sense  of  charging  a  plant  for  the  P^wer  to  mamt^^^^^^^ 
those  lines,  which  would  then  reduce  the  plants  in  the  United  States 
t^tL  same  atsite  basis,  and  would  have  a  very  material  effect  on 
[LcostTf  power,  probably  reducing  it  to  a  mill  or  a  mill  and  a 

'l^troXHONE"  ^^^^^^^  I  iust  wanted  to  comment  very 

briefly  becLe  the  testimony  on  the  Shipshaw  matter  is  between  my 

available  to  all  Senators  and  to  the  public  generally. 

It  came  to  one  conclusion  on  the  testimony  of  Dr.  Kaver,  -who  is 
sitting  in  this  room.    He  said : 

the  Canadian  purchase  to  itself. 

And  he  developed  in  testimony  at  that  time  that  it  could  have  been 
dot  that  it  was'^^ntirely  feasible  if  there  had  been  a  national  policy 
with  respect  to  power  and  power  development. 

IrcTsSTlTat  w  Ae  testimony  to  which  I  made  reference. 

^^MTrShl;  (*e  Canadian  co^pan^^n^^^^^^^^^  largest  P-- P-J 

^ZX^^  ?"  ^^^^^^^^^^  Zr^  tSS 

estimates,  whereas  our  G«3°"i"t  ^"PP'^^"  "'wct^^^^^^^ 

per  kilowatt-hour.    Expressed  ^'^^f  "y- ","' P^iT  to  3  cents  more  per  pound 

KVeTwe"  o^ofth^SrhSmpr^^^^^  a  pound  of  aluminum. 
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That  is  some  diflFerence,  gentlemen. 

Senator  McClellan.  How  much  more  did  you  say  it  costs  us  ? 
Mr.  Caskie.  From  1^^  to  3  cents  per  pound  more  to  produce  alumi- 
num, and  I  am  speaking  using  Reynolds  in  the  comparison. 
Senator  McClellan.  I  see. 
Mr.  Caskie  (continuing) : 

So  the  question  of  subsidies  is  already  established — it  is  a  going  concern — 
it  is  something  we  have  to  face  every  day  and  will  be  confronted  with  throughout 
the  years  to  come.  Moreover,  Alcoa  enjoyed  large  subsidized  contracts  during 
the  war,  being  given  all  of  the  alumina  plants  built  by  the  Government  and  all 
of  the  reduction  plants  built  by  the  Government  with  one  minor  exception. 
Alcoa  made  substantial  profits  out  of  these  Government-subsidized  contracts, 
and  with  its  profits  is  in  a  very  favorable  position  to  compete  not  only  with  the 
privately  owned  Reynolds  Metals  Co.,  but  with  the  $700  000,000  worth  of  Gov- 
ernment-owned aluminum  plants  and  anyone  who  purchases  or  leases  them.  Its 
representative  conceded  yesterday  that  its  joint  power  operation  with  the  TVA, 
a  Government  agency,  was  a  very  profitable  one. 

Another  interesting  development  in  this  hearing  has  been  whether  the  Gov- 
ernment should  go  into  the  aluminum  business.  I  thought  everybody  under- 
stood that  the  Government  already  was  in  the  aluminum  business.  The  Govern- 
ment owns  3,000,000  tons  of  bauxite.  The  Government  owns  $700,000,000  of  alu- 
mina and  aluminum-reduction  plants.  The  Government  owns  power  facilities  and 
hundreds  of  thousands  of  kilowatts  capacity  that  cannot  be  used  for  any  other 
purpose  than  producing  aluminum.  The  only  question  the  Government  has  is  not 
whether  it  will  go  into  the  aluminum  business  but  how  it  will  operate  now  that  it  is 
in  the  aluminum  business,  and  how  it  can  best  get  out  of  the  aluminum  business 
and  recover  its  enormous  investments  in  that  business.  The  Government  could 
operate  an  aluminum  business  itself,  but  no  one  favors  that.  The  Government 
could  close  down  the  aluminum  plants  and  throw  away  the  enormous  invest- 
ments involved  in  it  just  as  it  did  Muscle  Shoals  in  the  last  war.  If  such  a 
policy  is  to  be  adopted  generally  for  disposal  of  war  plants,  it  means  the  loss  of 
many  billions  of  dollars  in  Government  plants  built  during  this  war,  and  more- 
over, gentlemen,  it  means  we  will  not  have  the  jobs  represented  by  these  plants. 

Senator  Wherry.  Mr.  Caskie,  do  you  think  we  ought  to  operate 
such  plants  as  the  Maspeth — Queens  plant? 

Mr.  Caskie.  No,  sir ;  I  do  not. 

Senator  Wherry.  You  mean  we  should  only  lease  the  ones  where 
there  is  a  chance  to  make  them  self-sustaining? 

Mr.  Caskie.  You  are  absolutely  correct,  Senator. 

The  third  policy  might  be  to  give  these  plants  to  the  Aluminum 
Co.  on  any  terms  it  wants  or  on  such  terms  as  they  enjoyed  during 
the  war  when  they  were  the  only  company  given  these  Government 
plants,  with  one  minor  exception,  without  assuming  any  loss  from 
operations. 

GOVERNMENT  SHOULD  OPERATE  PLANTS  TEMPORARILY 

The  fourth  policy,  and  the  only^^ which  I  understand  underlies  the 
various  reports  under  consideration  here,  would  be  that  of  operating 
the  plants  with  the  bauxite  already  owned  by  the  Government  and 
the  power  that  would  otherwise  go  to  waste  for  the  interim  period 
that  must  necessarily  expire  before  private  industry,  particularly  the 
railroad,  automobile,  and  transportation  industries,  can  switch  to 
aluminum  and  thereby  create  a  market  for  these  plants  at  a  substantial 
part  of  their  cost.  When  that  is  done  you  will  have  established  the 
value  of  these  plants  to  private  industry,  and  private  industry,  in- 
cluding the  Reynolds  Metals  Co.,  will  then  be  interested  in  buying 
them — and  not  until  then. 

The  Reynolds  Co.  favors  this  fourth  method  of  disposition,  although 
it  is  a  privately  owned  company  and  it  will  be  taking  the  chances  of 
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competition  with  those  Government  plants  which  ultimately  may  be- 
long to  the  railroad,  automotive,  and  other  industries.  Reynolds  wel- 
comes that  kind  of  competition  because  it  believes  it  is  only  through 
competition  that  potential  users  will  be  induced  to  switch  to  aluminum. 
Reynolds  believes  when  they  do  switch  to  aluminum  there  will  be 
plenty  of  business  for  Alcoa  and  anyone  else  in  the  business. 

ALUMINUM  SHOULD  BE  STOCK-PILED 

These  hearings  have  been  very  helpful  in  clarifying  the  situation. 
The  discussion  of  legal  points  involved  by  Mr.  Cox  and  Mr  Cj(^dloe 
makes  it  clear  that  they  do  not  believe  that  either  the  Surplus  prop- 
erty Administrator  or  the  RFC  can  properly  make  a  contract  m  ac- 
cordance with  the  proposal  suggested  by  the  Reynolds  Metals  Co. 
unless  additional  statutory  authority  is  given  to  them  by  the  Congress 
which  would  permit  them  to  purchase  ingot.  The  Government  al- 
ready has  acquired  the  bauxite  for  national  defense  purposes  and 
the  ingot  would  provide  an  even  greater  security.        ,    ,         ,     ^       ^. 

The  Army-Navy  Munitions  Board  has  recommended  to  the  benate 
Military  Affairs  Committee  that  aluminum  be  stock-piled.  So  far  as 
we  know,  the  exact  amount  has  not  yet  been  disclosed,  but  in  the  event 
the  Congress  agrees  that  aluminum  should  be  stock-piled  there  will, 
of  course,  as  a  part  of  that  program,  be  granted  authority  to  some 
Government  agency  to  purchase  ingot. 

Senator  Revercomb.  Mr.  Caskie,  may  I  at  this  point  ask  you,  for 
my  own  information,  if  you  can  stock-pile  aluminum  m  the  open  or 

must  it  be  in  sheds  ? 

Mr.  Caskie.  Well,  we  stock-pile  it  in  the  open. 

Senator  Revercomb.  For  what  length  of  time  ? 

Mr.  Caskie.  We  would  prefer  to  stock-pile  it  under  a  shed,  but  we 
do  stock-pile  it  on  the  outside.  . 

Senator  Revercomb.  For  what  length  of  time  would  you  say  it 
might  be  safely  stock-piled  ? 

Mr.  Caskie.  I  couldn't  tell  you,  Senator. 

Senator  Revercomb.  Excuse  me  for  interrupting  you. 

Mr.  Caskie.  Interrupt  me  whenever  you  want  to,  Senator. 

Senator  McClellan.  It  may  have  already  been  stated  and  may  be 
in  the  record,  but  what  is  the  value  of  this  stock  pile  of  bauxite  that 
we  have  down  there ;  do  you  know  ? 

Mr.  Caskie.  I  don't  know  anyone  who  could  give  you  that  figure 
unless  it  might  be  the  RFC.    They  purchased  that  3,000,000  tons. 

Senator  McClellan.  I  just  wondered  what  was  the  Government's 
investment  in  that? 

Mr.  Caskie.  I  imagine  it  is  a  very  substantial  one. 

Senator  O'Mahoney.  Mr.  Wilson  entered  the  room  a  few  moments 
ago,  and  perhaps  he  can  answer  that  question  about  the  stock  pile. 

Senator  McClellan.  Do  you  know,  Mr.  Wilson,  what  is  the  value 
of  the  bauxite  stock  pile  down  at  the  Hurricane  Creek  plant  ? 

Mr.  Wilson.  I  do  not  know  the  exact  value,  but  I  would  expect  it 
was  around  $4  a  ton,  or  slightly  less.  If  there  are  3,000,000  tons  that 
would  amount  to  around  $10,000,000,  without  attempting  to  be  exact. 

Senator  O'Mahoney.  And  how  long  could  aluminum  ingot  be  stock- 
piled  in  the  open? 

Senator  Revercomb.  Safely. 

Senator  O'Mahoney.  Yes. 
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Mr.  Wilson.  It  suffers  a  certain  amount  of  deterioration  that  would 
require  a  little  bit  of  rehabilitation  when  it  came  to  be  used,  but  other 
than  that  it  could  be  stored  for  20  or  30  years,  or,  to  all  intents  and 
purposes,  indefinitely. 

Mr.  Caskie  (continuing).  In  fact,  a  bill  (S.  1481)  has  already  been 
introduced  by  Senator  Johnson  to  provide  for  the  acquisition  and 
retention  of  strategic  materials  by  a  board  to  be  created  and  to  be 
known  as  the  Strategic  Materials  Stock-piling  Board.  In  the  event 
that  this  program  should  obtain  the  approval  of  Congress,  the  question 
as  to  the  legal  authority  to  accept  a  proposal  such  as  that  now  sub- 
mitted by  the  Eeynolds  Metals  Co.  would  be  removed,  providing  the 
wording  of  the  bill  was  such  as  to  grant  authority  for  the  use  of  Gov- 
ernment funds  to  carry  out  the  purposes  of  the  bill. 

In  fact,  I  think  it  might  be  desirable  for  this  committee  to  call  the 
national  security  feature  of  the  stock-piling  of  aluminum  ingot  to  the 
attention  of  Mr.  Cox  and  Mr.  Goodloe  for  the  purpose  of  obtaining 
from  them  an  opinion  as  to  whether  there  would  not  be  even  now 
authority  to  purchase  the  ingot  where  that  purchase  was  made  for  the 
benefit  of  national  security. 

Until  this  legal  situation  is  fully  resolved,  it  will  be  impossible  for  us 
to  proceed  further  with  our  proposal  despite  the  fact  that  we,  from 
the  very  beginning,  have  recognized  the  importance  of  keeping  these 
plants  in  operation  and  providing  employment  instead  of  incurring 
enormous  expense  to  the  Government  to  keep  them  idle.  In  fact,  when 
Alcoa  refused  to  continue  operating  the  plants  under  the  lease  subject 
to  the  short-term  cancellation  of  30,  60,  or  120  days,  and  made  that 
refusal  despite  the  fact  that  their  lease  fully  protected  them  against 
any  loss,  Reynolds  Metals  Co.,  because  of  its  desire  to  aid  the  Govern- 
ment in  this  situation,  offered  to  take  the  much  more  difficult  task  of 
coming  into  the  plants  and  continuing  to  operate  them  for  an  interim 
period  until  the  Government  could  make  arrangements  for  their  con- 
tinued operation.    A  copy  of  this  telegram  I  quote : 

To  Mr.  W.  Stuart  Symington,  Surplus  Property  Disposal  Board,  Munitions 
Center  Building,  Washington,  D.  C. :  I  have  just  been  informed  that  the  Govern- 
ment's Hurricane  Creek  alumina  plant  and  several  aluminum  reduction  plants 
are  being  closed  down  and  trained  workers  are  being  dispersed.  Unless  immedi- 
ate arrangements  are  made  to  continue  operations  pending  disposition  of  plants 
any  future  operator  of  these  plants  will  be  seriously  handicapped  and  future 
eflSciency  during  an  extended  retraining  period  will  be  impaired  to  such  a  degree 
as  to  make  competitive  operations  diflBcult.  We  understood  Alcoa  refused  RFC's 
request  to  operate  these  plants  on  a  temporary  basis  pending  negotiations  for 
disposition  of  them.  In  the  interest  of  preserving  these  plants  and  maintaining 
employment  we  are  willing  to  immediately  operate  Hurricane  Creek  alumina 
plant  and  Jones  Mill,  Troutdale,  and  Spokane  reduction  plants  on  same  terms  as 
Alcoa's  as  proposed  in  Sam  Husband's  letter  to  you  which  was  made  public  at 
hearing  of  Senate  War  Investigating  Committee  at  Spokane,  August  21,  1945. 
Would  like  to  confer  with  you  at  your  earliest  convenience  regarding  this  im- 
portant matter. 

Reynolds  Metai-s  Co., 

R.  S.  Reynolds,  President. 

We  conferred  with  Mr.  Symington  following  the  sending  of  that 
telegram  and  discovered  that  under  no  circumstances  could  Reynolds 
get  into  those  plants  to  operate  them  until  November  1. 

I  understand  that  the  committee  asked  whether  Reynolds  Metals 
Co.  would  be  willing  to  eliminate  the  provision  for  the  purchase  of 
ingot  from  its  offer.  Until  the  legal  situation  is  fully  clarified,  includ- 
ing the  question  of  whether  recommendations  of  the  Army  Navy 


Munitions  Board  are  to  be  followed,  it  would  be  undesirable  from  every 
standpoint  to  make  this  complicated  situation  more  confounding  by 
attempting  to  change  the  offer.  The  ingot-purchasmg  provision  is  one 
of  the  most  important  provisions  in  that  offer.  If  it  is  to  be  eliminated, 
it  would  be  necessary  to  revise  the  offer  completely  and  make  an  entirely 
new  one.  The  Reynolds  Metals  Co.  has  been  and  is  willing  to  negotiate 
in  any  way  that  is  reasonable  for  the  acquisition  of  these  plants  and 
will  continue  to  do  so  when  the  Government  has  determined  its  posi- 
tion sufficiently  so  that  it  is  possible  for  Reynolds  to  ascertain  ]ust 
exactly  what  policies  would  have  to  be  met  in  formulating  an  otter 

Senator  Wherry.  Mr.  Caskie,  on  that  statement  you  made  about  the 
production  costs  in  Canada  compared  with  yours,  about  what  was  the 

difference  per  pound ?  ,  .      T»r     d      •   ^     ? 

Mr  Caskie.  Just  on  power  alone,  Senator,  taking  Mr.  Symington  s 
estimate  in  his  report  of  a  half  a  mill  per  pound  of  aluminum  as  against 
our  more  than  3  mills  in  Alabama,  it  makes  a  difference  ot  about 
Q  cents 

Senator  Wherry.  Isn't  there  a  tariff  of  about  3  cents  on  pig  or 

ingot? 

Mr.  Caskie.  Yes.  ,  .      ^    ^,     .  .  -u     ii 

Senator  Wherry.  Wliat  I  am  getting  at  is  this :  In  the  future,  should 
that  tariff  be  raised  to  protect  home  industry  ? 

Mr.  Caskie.  I  should  certainly  say  so.  . 

Senator  Wherry.  So  that  brings  it  up  to  the  difference  m  cost  fagure ; 
but  in  order  to  protect  home  industry,  you  would  advise  that  that 

schedule  be  raised?  ,  .       ..        ttt  ^  i.     j      i 

Mr.  Caskie.  Yes.    But  here  is  the  situation :  We  want  to  develop 

and  expand  in  the  aluminum  industry,  and  we  want  to  compete  with 

Canada  in  other  countries  besides  the  United  States,  and  they  start 

off  with  that  advantage  of  3  cents  per  pound. 

Senator  Wherry.  For  which  we  now  exact  a  3-cent-a-pound  tariff 

on  its  importation  in  here. 

cheap  power  important  factor  in  aluminum  PRODUCITON 

Mr.  Caskie.  Yes;  but  that  applies  only  if  it  comes  in  here. 

Senator  O'Mahoney.  It  is  clear  from  what  has  been  presented  to 
this  committee  that  one  of  the  most  important  factors  in  making  it 
possible  to  bring  about  the  operation  of  these  plants  m  a  competitive 
economy  is  the  question  of  cheap  power.  It  appears  that  independent 
operators  will  have  to  compete  not  only  with  the  ability  of  Alcoa  to 
obtain  cheap  power  but  the  ability  of  the  Canadian  company  to  obtain 

^  iTherelore  ask  a  question  of  Mr.  Goldschmidt  and  Mr.  de  Luccia, 
who  are  here,  whether,  in  their  opinion,  there  is  a  possibility  of  our 
developing  a  cheaper  power  for  the  operation  of  these  aluminum  plants 

than  is  now  available?  ^  ,  .  ,  .    tic    /-(    i  •  >  j.    i.- 

Mr  Goldschmidt.  Well,  Mr.  Chairman,  I  think  in  Mr.  Caskie  s  testi- 
mony and  in  the  report  of  the  Small  Business  Committee,  Mr.  Caskie 
and  the  Small  Business  Committee  spoke  of  more  flexible  power 
arrangements,  and  I  think  in  suggesting  more  flexible  power  ari^nge- 
ments  they  were  talking  of  the  fact  that  in  Bonneville  and  the  TV  A, 
power  is  sold  on  these  enormous  aluminum  contracts  on  a  20- year 
basis. 
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The  Bonneville  contracts  for  aluminum  power  are  flexible  to  some 
extent.  The  operators  of  the  plants,  both  Keynolds  and  Alcoa,  are 
permitted  to  cut  back  their  operations  during  the  life  of  the  contract 
without  paying  the  full  power  bill. 

But  from  the  standpoint  of  the  Government's  interests,  we  sought  in 
these  contracts  to  secure  the  longest -term  contract  that  we  were  per- 
mitted to  make,  in  order  to  be  sure  of  an  income  to  pay  back  to  the 
Government  its  investment ;  and  on  that  basis  we  made  these  20-year 
contracts. 

I  think  that  on  that  point  of  flexibility,  it  might  be  possible,  upon 
a  review  of  the  entire  pay-out  picture  of  Bonneville  and  Coulee,  for 
instance,  and  of  the  Army  program  in  the  southwestern  area,  to,  in 
effect,  lower  our  conditions,  if  not  our  rate,  by  making  contracts  for 
a  shorter  period  of  time. 

I  want  the  committee  to  understand  that  the  request  for  such  greater 
flexibility  means  that  the  Government,  with  its  investment,  should  take 
the  rise  and  fall  of  the  business  cycle  as  the  industry  would  that  is 
a  customer  of  the  Government. 

Our  contracts  have  been  an  effort  to  assure  the  Government  an  in- 
come at  any  and  at  all  times,  from  these  projects,  because  we  wanted 
to  be  certain  that  the  projects  would  pay  out. 

There  has  been  a  great  deal  of  discussion  among  ourselves  about 
this  matter  of  taking  some  of  the  risk  by  making  less  stringent  con- 
tracts for  industrial  operations.  I  might  say  that  that  discussion  has 
been  intensified  by  a  great  deal  of  interest  in  this  aluminum  question, 
and  not  only  in  aluminum  but  in  other  electrochemical  and  electro- 
metallurgical  industries. 

As  to  a  reduction  of  the  power  rates  themselves,  that  is  to  say,  a 
material  reduction  from  Bonneville's  $17.50  rate,  which  today  is  the 
lowest  Government  power  rate  that  Alcoa,  Reynolds,  or  anybody  else 
gets,  and  is  the  only  rate  upon  which  substantial  blocks  of  power  can 
be  secured  for  future  aluminum  operations  at  the  present  time,  I  don't 
think  that  that  rate — and  I  am  speaking  now  without  a  thorough 
study  or  restudy  of  the  entire  situation — I  don't  think  that  that  rate 
can  be  materially  reduced  without  action  by  the  Congress  to  reduce 
those  rates.    This  is  not  to  say  that  I  favor  such  action. 

I  do  think,  though,  that  these  might  be  a  recognition  of  the  very 
close  relationship  between  large  Government  hydro  developments  and 
the  aluminum  industry  particularly,  or  I  should  say  the  heavy- 
power-consuming  industries  that  consume  power  on  high-load  fac- 
tor— as  magnesium  is  and  as  some  chemicals  are.  That  relationship 
is  extremely  close,  and  in  the  interest  of  conservation  of  power  re- 
sources— Mr.  Caskie  speaks  of  power  going  to  waste  at  Bonneville 
Dam,  and  it  is  going  to  waste  today — in  the  interest  of  conserva- 
tion of  resources,  there  is  quite  possibly  an  arrangement  that  can  be 
made  with  respect  to  nonfirm  power.  That  sort  of  an  arrangement 
has  been  made  by  the  Ontario  hydro  development  in  Canada. 
There  they  sell  nonfirm  power  at  lower  rates.  That  nonfirm  power 
would  be  power  that  is  available  at  a  hydro  plant  during  the  wet 
years.  Our  capacity  and  our  pay-out,  the  pay-out  for  the  cost  of 
operation,  is  based  on  the  worst  possible  conditions ;  namely,  the  dry 
years  or  the  poor  water  years.  It  so  happens  that  I  have  to  say  "poor 
water  years,"  because  at  Bonneville  our  capacity  is  actually  reduced 


at  high  water  rather  than  at  low  water,  but  as  to  most  of  the  dams  in 
the  West  our  worst  danger  is  drought,  as  it  is  in  the  TVA. 

It  is  quite  possible  that  arrangements  for  power  rates  can  be  made 
for  secondary  power— that  is,  power  that  is  available  during  those 
years  that  aren't  the  worst  possible  years.  That  would  mean,  though, 
that  the  power  would  be  available  when  we  said  it  was  available  and 
not  when  the  customer  said  it  was  available.  That  would  be  power  that 
we  have  that  we  would  expect  to  go  to  waste,  unless  it  could  be  sold 
as  a  utility  or  industry  that  can  use  that  kind  of  power. 

On  a  system  such  as  Bonneville  and  Coulee,  I  am  told  that  you  can 
predict  when  you  are  going  to  have  a  bad  year  fairly  well  ahead  of  the 
actual  low-  or  high-water  period  that  affects  the  operation  of  your 
dam.  So  that  any  prospective  user  of  nonfirm  power  would  have 
ample  notice  when  its  use  must  be  curtailed. 

Power  rates,  of  course,  in  our  business,  are  available  and  such 
a  secondary  rate  would  normally  be  available  to  everyone.  We  are  not 
permitted  to  discriminate  as  between  one  or  another  customer,  and  it 
should  properly  be  available  to  everyone.  .       _       . 

Senator  O'Mahoney.  When  you  speak  of  congressional  action,  what 
did  you  have  in  mind?  .... 

Mr.  GoLDscHMiDT.  Oh,  I  spoke  before  of  congressional  action  in 
connection  with  actually  reducing  the  firm  power  rate  by  wiping  out 
all  or  part  of  the  requirement  to  repay  our  investment.  I  am  not  ad- 
vocating that.  Senator.    I  am  merely  saying  that  that  could  be  done. 

Senator  O'Mahoney.  I  understand. 

Senator  Wherry.  The  way  it  is  set  up  now,  you  have  those  rates,  and 
if  you  wanted  to  change  them  it  might  jeopardize  the  amortization  of 
the  whole  investment,  and  you  would  want  congressional  authority  to 

do  that  ? 

Mr.  GoLDSCHMiDT.  That  is  right. 

In  my  opinion,  the  present  $17.50  rate  is  not  in  jeopardy  and  would 
not  be  jeopardized  by  a  small  reduction  in  that  rate,  but  a  reduction  that 
would  be  so  great  as  to  affect  aluminum  operations,  could  not  be  made 
without  a  change  in  the  payment  requirements ;  in  other  words,  what 
I  am  saying  there  is  that  there  is  enough  fat  in  the  $17.50  rate  so  we 
might  reduce  it  to  $17  without  any  danger  at  all  to  the  Government  of 
the  United  States.  But  such  a  slight  reduction  would  not  affect  ma- 
terially aluminum  operations. 

Senator  O'Mahoney.  What  would  be  the  secondary  power  rate? 

Mr.  Goldschmidt.  The  question  of  what  that  rate  should  be  is  a  very 
complicated  one.  It  would  depend  entirely  upon  the  amount  of  invest- 
ment devoted  to  that  secondary  power;  it  wooild  depend  on  whether 
that  secondary  power  was  taken  80  percent  of  the  time  or  90  percent 
of  the  time  or  75  percent  of  the  time.  In  other  words,  what  a  second- 
ary power  rate  for  aluminum,  or  any  of  these  electrochemical  opera- 
tions, requires  is  an  extremely  close  relationship  between  the  power 
supplied  and  the  power  consumer. 

Senator  O'Mahoney.  Would  it  be  feasible  for  an  aluminum  opera- 
tor to  depend  upon  secondary  power  ?       •  ^  A         • 

Mr.  G6LDSCHMIDT.  I  am  told  that  the  Aluminum  Co.  of  America 
has,  in  the  past,  operated  on  secondary  power ;  yes,  sir. 

Senator  O'Mahoney.  Mr.  Caskie,  would  it  be  possible  to  depend 
upon  secondary  power  ? 

Mr.  Caskie.  Yes,  sir. 
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Mr.  BoRCHARDT.  Exclusively  ? 

Mr.  Caskie.  No,  not  exclusively.  You  have  to  have  a  certain 
amount  of  firm  power  so  as  to  keep  your  pot  lines  from  cooling  off 
and  having  to  reopen  them  again. 

Mr.  Anderson.  That  poses  the  question,  Mr.  Goldschmidt,  whether 
it  isn't  possible  for  the  public  power  projects  to  reexamine  their  own 
operating  structure  in  terms  of  supplying  a  maximum  of  secondary 
power,  fitting  it  into  the  operations  of  the  aluminum  companies  that 
will  be  operating  these  plants  ? 

Mr.  Goldschmidt.  That  is  right. 

Mr.  Anderson.  Which  would  make  it  quite  possible,  I  take  it,  to 
develop  a  power  rate  quite  different  from  the  $17.50  that  now  prevails 
even  at  Bonneville  ? 

Mr.  Goldschmidt.  We  have  been  having  informal  discussions  with 
Reynolds  and  just  about  everybody  else  on  this  problem,  Senator,  with 
a  view  to  finding  that  appropriate  rate  for  this  secondary  power.  I 
might  say  that  not  only  aluminum  operators  but  other  outfits  are 
interested  in  the  use  of  secondary  power. 

Senator  CMahoney.  Let  me  interrupt  you  to  ask  if  I  get  the  cor- 
rect picture.  I  want  to  make  it  clear  that  I  am  not  an  expert  on  power 
at  all,  and  I  am  merely  looking  for  information. 

We  have  a  situation  on  these  public  power  projects  whereby  avail- 
able power,  which  can  be  delivered  day  by  day,  now  is  not  being  used, 
or  will  not  be  used  if  these  plants  are  closed  down.    Is  that  correct  ? 

Mr.  Goldschmidt.  That  is  right,  we  have  that  condition  now,  sir. 

Senator  O'Mahoney.  So  there  is  an  actual  nonutilization,  or  we 
might  even  go  so  far  as  to  say  waste,  of  potential  power  which  could 
be  used  if  there  were  facilities  to  use  it  ? 

Mr.  Goldschmidt.  That  is  right,  sir. 

Senator  O'Mahoney.  We  have  a  vast  Government  investment  in 
aluminum  plants  which  might  successfully  operate  if  they  had  an 
opportunity  to  use  this  powder,  which  is  now  being  wasted,  at  a  rate 
lower  than  that  which  is  now  being  offered  by  the  public  power  facili- 
ties, but  which  is  not  being  used  ? 

-J^  want  to  point  out  that  in  our  pay-out  studies— that  is,  in  our 
^'-Sudies  of  whether  our  project  will  be  sound,  our  estimates  on  which 
we  have  based  our  rates — we  have  assumed  that  there  will  be  depres- 
sions during  which  we  do  not  sell  all  of  our  power  output.  But  a 
reduction  in  the  rates  for  power,  based  upon  a  depressed  market  might 
seriously  affect  our  ultimate  payments. 

I  want  to  make  this  further  comment  with  respect  to  secondary 
power  in  the  Northwest,  we  don't  have  so  much  of  it  now  as  we  will 
have  when  the  projects  are  further  along  toward  completion.  While 
at  Bonneville  Dam  we  do  have  secondary  power,  at  Coulee  we  have  a 
capacity  that  is  equal  to  our  lowest  water  year.  Of  course  any  addi- 
tional capacity  at  Coulee  will  produce  secondary  power,  first  for  the 
irrigation  pumps  and  second  for  this  kind  of  sale,  and  it  is  good  stuff 
to  sell.  9 

Senator  O'Mahoney.  So  here  we  have  public  power  which  is  not 
being  utilized,  but  which  might  conceivably  be  used  to  prevent  the 
complete  loss  of  a  great  public  investment  in  aluminum  plants? 

Mr.  Goldschmidt.  That  is  correct. 

Senator  Wherry.  Mr.  Chairman,  in  view  of  that  statement,  may 
I  ask  Mr.  Caskie  if  he  would  have  a  greater  interest  in  an  outright 
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purchase  or  in  a  lease  than  he  has  had  heretofore,  if  such  a  power 
rate  could  be  made  available? 

Senatr  WHE^H^i^'xhen  I  want  to  suggest  to  the  chairman  that  if 
that  is  true,  others  might  be  interested  also. 

ira£  ^H.r:' So  fhf  sUd  we  not  extend  the  time  in  which 
we  have  to  make  up  a  polfcy  of  whether  we  are  going  to  make  an 
ovitright  sale  or  lease 

KESOLUTION  TO  BE  INTRODUCED 

Senator  O'Mahoney.  I  think  it  might  be  very  desirable  to  do  that. 

I  may  say  that  this  morning  I  have  been  in  conference  with  Senator 
Rev"cLb!whom  I  understand  was  also  in  conf-ence  with  you  wit^ 
resnect  to  this  matter,  and  we  have  instructed,  at  benator  K«yer 
comb's  suggestion,  the  counsel  of  the  committee  to  draw  a  resolution, 
the  purposi  of  which  is  to  bring  about  an  extention  of  the  time. 

We  are  Tnterested,  of  course,  in  finding  a  way  to  protect  the  peo- 
ple's investment  in  these  plants  if  it  can  be  done.  And  bo  the  resolu- 
tion which  has  been  drafted  reads  as  follows,  omitting  the  title . 

Joint  resolution  to  extend,  in  the  case  of  aluminum  plants  and  facilities  the 
time  during  wS  disposition  of  such  plants  and  facilities  Is  prohibited  under 
the  Surplus  Property  Act  of  1944,  as  amended.  ^  .1.,  i7„;,„w  «*„«<.. 

^Sedby  ffte  Senate  and  House  of  BepreKentaHves  oftheVmted  States 
of  America  in  Congress  assemtled,  That  subsection  (c)  of  section  x9  of  the 
^nmirifpronertv  Act  of  1944,  as  amended,  is  amended  by  inserting  after  the 
S  "t^Irfy  day^'  tte  Swing:  "(or  sixty  days  in  the  case  of  aluminum 
plants  and  facilities)". 

Senator  Wherry.  That  is  a  concurrent  resolution? 

Senator  O'Mahoney.  No,  a  joint  resolution. 

Senator  Wherry.  Does  that  conform  to  the  wordmg  of  the  resolu- 
tion, do  you  know,  that  was  placed  in  the  House  yesterday^ 

Senator  McClellan.  I  don't  know,  I  haven't  seen  the  resolution 
placed  in  the  House  yesterday,  but  I  think  the  one  introduced  m  the 
House  was  a  concurrent  resolution,  which  would  not  meet  the  situa- 
tion.   It  would  have  to  be  a  joint  resolution. 

Senator  O'Mahoney.  That  is  right,  a  concurrent  resolution  would 

Senator  Wherry.  I  suggest  that  our  counsel  confer  with  the  intro- 
ducer over  there,  and  you  might  get  the  language  the  same.    That 

would  save  some  time.  -,,,..,      i    •  ij  • 

Senator  Kevercomb.  Do  I  understand  that  the  chairman  would  in- 
troduce the  resolution  today  ?  xx    ^  v„ 
Senator  O'Mahoney.  I  thought  that  the  Senator  might  want  to  take 

the  initiative  in  that.  ,-,...,      ,    •  i  j  • 

Senator  Revercomb.  I  would  be  very  glad  if  the  chairman  would  m- 

troduce  it  for  the  committee.  ,      i         u        • 

Senator  McClellan.  It  strikes  me  that  those  who  have  been  in- 
terested in  this  hearing  and  members  of  this  committee  might  all  ]oin 
in  the  introduction  of  it  and  sponsor  it,  because  certainly  with  a  more 
or  less  unanimous  view  and  opinion  supporting  the  resolution,  from 
the  committee  that  has  been  active  in  these  hearings,  it  would  carry 

more  weight.  . 

Senator  O'Mahoney.  That  would  be  quite  agreeable. 

Senator  Revercomb.  May  I  suggest  that  we  handle  it  through  the 
chairman  of  this  committee,  with  all  of  us  joining  in  the  presentation 
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of  it ;  and  we  must  bear  in  mind  that  the  Senate  meets  today  probably 
for  the  last  time  before  the  21st,  and  I  take  it  that  the  chairman  wijl 
ask  immediate  consideration  of  the  resolution. 

Senator  O'Mahoney.  Oh,  yes ;  surely. 

What  we  are  seeking,  of  course,  is  a  constructive  solution  of  one  of 
the  most  difficult  and  momentous  problems  that  confronts  this  coun- 
try. ,  ''  •      ''    '■ 

Senator  Wherry.  That  is  right. 

Senator  McClellan.  And,  Mr.  Chairman,  there  is  simply  not  ade- 
quate time  for  even  this  committee  tp  make  a  sound  decision  and  to 
weigh  things  carefully  before  the  21st  of  this  month. 

Senator  O'Mahoney.  That  is  right.  And  let  me  call  attention  to 
the  fact — I  happen  to  be  one  of  those  who  was  on  the  committee  work- 
ing, on  the  original  Surplus  Property  Act — but  the  provision  now  in 
the  law  requirmg  the  submission  of  these  reports  to  Congress  before 
any  disposal  action  was  taken  was  very  vigorously  opposed  by  some 
who  were  of  the  opinion  that  Congress  should  place  no  limitation  upon 
the  authority  of  the  disposal  authorities  to  hand  over  Government 
plants.  The  majority  of  the  committee,  and  finally  the  full  committee, 
were  of  the  opinion,  however,  that  these  vast  properties  should  not  be 
sold  or  leased  without  the  knowledge  of  the  Congress  of  the  United 
States.  And  as  the  bill  passed  the  Senate,  as  I  recall,  the  requirement 
was  for  a  report  on  both  leasing  and  sale.  But  the  House  conferees 
insisted  that  leases  could  be  granted  without  report  to  Congress. 

Senator  KeveJ?comb.  For  a  term  of  6  years. 

Senator  O'Mahoney.  Yes. 

It  should  be  borne  in  mind  that  the  Surplus  Property  Board  has  not 
attempted  to  exercise  that  power. 

I  note  that  it  is  nearly  time  for  adjournment 

Senator  McClellan  (interposing).  Before  we  adjourn,  Mr.  Chair- 
man, may  I  insert  in  the  record  the  telegrams  to  which  I  referred 
earlier? 

Senator  O'Mahoney.  Yes,  Senator  ^cClellan. 

Senator  McClellan.  I  have  received  a  large  number  of  telegrams 
from  citizens  of  Arkansas  and  from  many  civic  organizations,  urging 
continued  operation  of  the  aluminum  plants  in  Arkansas  by  private 
industry. 

I  shall  not  take  the  time  to  read  all  of  these  telegrams  into  the 
record,  nor  shall  I  ask  that  they  all  be  made  a  part  of  the  record,  but 
I  4o  desire  to  read  one  or  two  of  them,  which  express  the  sentiment 
of  all,  and  ask  that  a  list  of  the  authors  of  the  telegrams  be  inserted 
in  the  record.     (Telegrams  follow :) 

Arkansas  has  furnished  labor  to  all  sections  of  the  country  during  the  war 
emergency  and  closing  of  aluminum  industry  in  Arkansas  impedes  reconstruction 
and  full  employment.  Therefore  we  urge  and  insist  these  plants  be  reopened  and 
operated  by  private  industry  at  once. 

•       '  ....  Lee  p  Tucker, 

Staff  Representative, 
United  Steel  Workers  of  Ameriva,  CIO. 

Arkansas  labor  has  worked  faithfully  during  the  war  emergency  and  closing 
of  aluminum  plants  in  Arkansas  is  blocking  reconversion  and  full  employment. 
Therefore,  we  urge  and  insist  these  plants  be  reopened  and  operated  by  private 
industry  at  once. 

'  Cabpentebs  Local  Union  2321,  A.  F.  of  L. 

The  Fort  Smith  Chamber  of  Commerce  and  city  and  county  oflBcials  heartily 
endorse  the  Arkansas  congressional  delegation's  efforts  to  retain  the  aluminum 
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plants  in  Arkansas.    We  hope  you  will  do  everything  in  your  power  to  assist 

them  in  their  efforts. 

•  t  A.  D.  Murphy, 

Ma  wager,  Fort  Smith  Chamber  of  Commerce. 

Present  policy  of  governmental  agencies  is  closing  aluminum  industries  of 
Arkansas.  Since  Arkansas  has  most  of  the  bawxite  deposits  of  the  Nation  we  feel 
that  it  should  be  processed  in  this  area.  Arkansas  citizens  insist  that  operations 
be  continued  by  private  industry  on  terms  that  will  provide  most  efficient  and 

longest  operations.  ^ 

Saline  County  Chambers  of  Commebce. 

(The  list  of  the  authors  of  the  telegrams  is  as  follows:) 

List  of  telegrams  filed  October  14  and  is,  1945,  from  Arkansas  businessmen, 
labor  organizations,  and  civic  and  commercial  clubs  endorsing  the  unanimous 
stand  taken  by  the  Arkansas  delegation  in  Congress  in  their  effort  to  maintain 
the  operation  of  the  alumina  plants  at  Hurricane  Creek  and  the  aluminum  plant 
at  Jones  Mills :  ...  * 

Pine  BlHff'—R-  L.  Steiglerk;  Chas.  S.  Mc  New,  president,  chamber  of  com- 
merce; N.  J.  Gantt,  Jr.,  attorney;  Pinchback  Taylor;  Walter  N.  Trulock;  Chas. 

A.  Gordon,  Simmons  National  Bank. 

Arkadelphia.— Lions  Club,  Rotary  Club,  Chamber  of  Commerce.  * 

DeQueen.—BeQueen  Commercial  Club,  Ralph  B.  Kite,  president. 

Hamburg.—^.  A.  Wilcoxson,  president,  Ashley  County  Development  Council. 

ffope. — Lyle  Brown,  president,  chamber  of  commerce. 

Fort  Smith.— A.  D.  Murphy,  manager,  chamber  of  commerce. 

Rogers.— Rogers  Chamber  of  Commerce,  Don  Hoyt,  secretary-manager. 

Hot  Springs. — Painters  Local  Union  401,  Clyde  Wacaster,  financial  secretary. 

Conway. — W.  D.  Cole,  president,  Conway  Chamber  of  Commerce;  G.  L.  Bah- 
ner,  chairman,  Faulkner  County  C.  E.  D. 

Hampton.— Fur\o\v  Abbott  Co.,  Inc.,  by  W.  L.  Furlow,  secretary ;  R.  N.  Lyons, 
abstractor ;  T.  N.  Means,   county  and  circuit  clerk ;   Searcy  Harrell,  banker ; 

B.  N.  Harrell,  banker;  C.  I.  Abbott,  merchant;  C.  N.  Primm,  farmer;  W.  G. 
O'Mary,  merchant. 

Benton.— hee  F.  Tucker,  staff  representative.  United  Steel  Workers  of  Amer- 
ica ;  Business  and  Professional  Women's  Club  of  Benton,  Fannie  Richards,  presi- 
dent; Benton  Lions  Club,  Lorell  L.  White,  president;  H.  A.  Reeves,  president, 
Benton-Bauxite  Rotary  Club ;  Saline  County  Chambers  of  Commerce ;  Carpenters 
Local  Union  2321,  A.  F.  of  L. 

Jlfa^verw.— Veterans  of  Foreign  Wars,  William  J.  Jones,  post  commander; 
Malvern  Lions  Club,  Glen  Knauts,  president ;  Junior  Service  League  of  Malvern ; 
Malvern  Rotary  Club,  J.  H.  Beerstecher,  president ;  American  Legion  Post  No.  11, 
by  Ewell  Titzhugh,  commander,  Jewell  Westerman,  adjutant.  Hoy  Williams, 
treasurer;  Ernest  Cunningham,  president.  Central  Trades  &  Labor  Committee; 
United  Brick  &  Clay  Local  No.  602 ;  Production  Workers  Local  No.  1074 ;  Saw- 
mill &  Timber  Workers  No.  2571 ;  United  Textile  Workers  No.  2665 ;  Van  Veneer 
Workers  No.  2658 ;  Carpenters  Local  Union  No.  1674. 

West  Memphis.— W.  P.  Patton,  president.  West  Memphis  Rotary  Club;  E.  J. 
White,  president.  Bank  of  West  Memphis;  W.  M.  Smith;  W.  O.  Byler;  Melvin 
P.  Dacus,  mayor.  West  Memphis,  Ark. 

Marion.— Z.  T.  Bragg,  president,  Bragg  Motor  Co.;  E.  L.  Hickenger,  com- 
mander, Crittenden  Post  53,  American  Legion. 

McGehee.—W.  E.  Thompson ;  Fay  Joiner,  mayor ;  H.  Johnson,  Johnson  Lum- 
ber Co. ;  W.  M.  Jackson. 

Warren. — Warren  Chamber  of  Commerce,  Warren  Rotary  Club. 

HafTison.-R.  A.  Cox,  president,  chamber  of  commerce ;  Ron  Bailey,  manager, 
Harrison  Chamber  of  Commerce ;  Rabie  Rhodes ;  W.  T.  Bradley,  Hotel  Seville ; 
M.  D.  Putty,  M.  &  A.  Railway  Co. ;  the  Security  Bank,  C.  C.  Alexander ;  T.  C. 
Heuer,  president,  Harrison  Building;  L.  A.  Watkins,  M.  &  A.  Railway  Co. 

Little  Rock.— GroYer  T.  Owens,  Arkansas  Economic  Council,  State  Chamber 
of  Commerce.  j  r 

Crossett. -^rossett  Junior  Cahmber  of  Commerce,  Woodrow  Hines,  president. 

Senator  O'Mahoney.  We  will  reassemble  at  2 :  30  this  af ternoon^ 
(Whereupon,  at  12  o'clock  noon,  a  recess  was  taken  until  2 :  30  p.  m. 
of  the  same  day.) 
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Senator  O'Mahoney.  The  committee  will  now  be  in  session. 

Senator  Revercomb.  Mr.  Chairman,  I  must  ask  to  be  excused  for  a 
short  time  in  order  to  attend  another  subcommittee  of  the  Senate 
Military  Affairs  Committee  which  is  hearing  a  report  at  this  time 
from  the  Navy  on  the  subject  of  demobilization. 

Senator  O'Mahoney.  I  would  like  to  be  present  at  that  meeting 

myself.  ^  ^         .    .       , 

I  observe  Chairman  Olds,  of  the  Federal  Power  Commission,  here. 
This  morning  we  had  a  very  interesting  statement  from  Mr.  Gold- 
schmidt  with  respect  to  the  feasibility  of  reduced  power  rates  from 
the  Bonneville  group.  I  wonder  whether  it  would  be  possible  for  the 
Federal  Power  Commission  to  make  a  report  to  this  committee  on  the 
question  of  the  possibility  of  better  rates  ? 

Mr.  Olds.  You  mean  subsequent  to  this  hearing  ? 

Senator  O'Mahoney.  Yes.  I  don't  want  you  to  do  it  today,  because 
we  scarcely  have  time  enough  to  hear  the  witnesses  who  are  here. 

Mr.  Olds.  I  would  be  glad  to  do  it. 

Senator  O'Mahoney.  I  would  also  like  a  statement  from  TVA  on 
the  matter,  but  the  representatives  of  TVA  are  not  present  today. 

This  morning,  while  Mr.   Caskie  was  testifying,  the  chairman 
received  a  card  from  Representative  Debs,  of  the  California  Legisla- 
ture, who  indicated  a  desire  to  make  a  comment,  which  I  assumed  was 
apropos  of  the  testimony  being  given  by  Mr.  Caskie. 
-    Are  you  prepared  to  make  a  statement  now  ? 

Mr.  Debs.  Yes,  Mr.  Chairman. 

Senator  O'Mahoney.  I  do  not  mean  to  admonish  you  that  we  are 
laboring  under  a  very  limited  time  schedule  at  the  moment. 

Mr.  Debs.  My  statement  will  be  very  brief. 

STATEMENT  OF  ERNEST  E.  DEBS,  A  MEMBER  OF  THE  STATE  OF 

CALIFORNIA  LEGISLATURE 

Mr.  Debs.  I  am  Ernest  E.  Debs,  a  member  of  the  California  Legis- 
lature, and  as  such  I  am  a  member  of  the  aviation  committee  of  the 
legislature  and  chairman  of  the  southern  California  Democratic  group 
in  the  assembly. 

The  position  of  California  has  been  discussed  in  the  legislature  and 
will  be  in  the  pending  special  session  of  the  legislature  soon  to  be 
called  in  my  State.  We  come  here  today  to  make  our  statement  in 
brief  terms  that  California  is  facing  a  serious  crisis. 

The  unemployment  rolls  in  our  State  are  mounting  steadily,  and 
unless  a  disposal  of  these  surplus  properties  is  accomplished  in  a  short 
period  of  time  our  unemployment-insurance  rolls  will  dissipate  the 
money  now  impounded  in  our  State. 

Speed  of  action  in  the  disposal  of  these  properties  will,  of  course, 
provide  jobs. 

California's  contribution — and  I  may  say  that  of  the  entire  West — 
to  the  war  effort  has  been  tremendous.  We  are  faced  now  with  a 
reconversion  period  as  a;  result  of  that  contribution,  and  as  California 
and  the  West  is  a  new  frontier,  so  to  speak,  in  the  industrial  field, 
the  action  of  the  Congress  of  the  United  States  in  assisting  us  in  our 
reconversion  period  is  indeed  vital. 


If  these  properties  are  to  be  disposed  of  in  an  equitable  way  to  local 
people  within  that  area  on  reasonable  terms  which  will  make  it  pos- 
sible for  them  to  operate  these  as  well  as  protect  the  Government  s 
interest,  you  will  be  indeed  doing  a  service  to  the  entire  West,  for 
we  will  help  all  business  throughout  the  Nation.  The  raw  materials 
that  will  be  consumed  will  help  the  mines  throughout  the  West.  The 
aluminum  extrusion  mills  are  just  a  part  of  this  over-all  picture,  and 
you  have  mentioned  it  quite  extensively  in  these  hearings.  I  would 
remind  you  that  the  Government  has  tremendous  investments  in  other 

properties  in  our  area.  .      . 

The  greatest  opportunity  to  dispose  of  those  properties  is  now,  for 
the  markets  are  new  markets  comparatively.  Products  are  now  being 
frozen  for  this  year's  models  in  automobiles  and  all  other  items.  Most 
of  the  plants  have  new  purchasing  agents,  new  credits  are  available, 
new  products  are  being  developed  now.  If  delayed,  we  lose  the  oppor- 
tunity to  get  started  in  this  reconversion  period.  We  lose  the  jobs, 
we  lose  the  skills,  and  the  greatest  benefit  to  the  W^^t  has  been  these 
new  citizens  of  America  who  have  come  to  our  section  of  the  country, 
for  they  represent  the  know-how  in  industry. 

In  closing,  I  would  remind  you  that  there  is  no  competition  in 
aluminum  fabrication  now  in  all  the  West.    Yesterday  a  sheet  and 
extrusions  company  on  the  west  coast  had  to  buy  direct  from  New 
York.     The  prices  of  Alcoa  and  Reynolds  in  sheets  are  the  same,    cs 
Prices  of  extrusions  by  Alcoa,  Reynolds,  and  BohlT  all  are  the  same.        ^Pe^ 

In  appearing  here  today,  I  merely  say  that  delay  is  of  the  most 
vital  importance  to  this  new  western  industry,  and  I  appeal  to  the 
Senate  and  to  everybody  concerned  for  an  orderly  process  for  the 
protection  of  the  Government  and  for  the  protection  of  the  taxpayers 
of  our  State.  If  this  problem  is  not  solved,  the  taxpayers,  in  the 
long  run,  are  going  to  pay  the  bill,  whether  you  lose  it  in  the  invest- 
ments already  made  or  in  the  relief  rolls  in  the  support  of  people 
who  are  out  of  work.  It  is  in  that  respect  that  I  appear  here  today 
and  hope  that  the  solution  to  this  very  vital  problem  will  be  forth- 
coming within  the  near  future. 

Mr.  Chairman,  that  is  the  conclusion  of  my  statement,  and  I  would, 
if  you  would  permit  me,  like  to  call  upon  Mr.  Harvey,  one  of  the  small 
businessmen  of  the  West  who  will,  perhaps,  augment  for  a  moment 
or  two  some  of  the  problems  wifh  regard  to  small  business. 

Senator  O'Mahoney.  I  am  very  happy,  Mr.  Debs,  that  you  have 
made  that  statement  and  nave  called  particular  attention  to  the  West. 

It  has  long  been  my  belief  that  the  possibilities  for  development 
in  the  West  have  been  completely  overlooked.  Even  before  we  be- 
came involved  in  the  war,  I  introduced  a  resolution,  later  passed  by 
the  Senate,  authorizing  the  Public  Lands  Committee  to  make  an  in- 
vestigation of  the  possibility  of  stimulating  the  development  of  the 
natural  resources  of  the  West  by  competitive  private  industry.  The 
war  interrupted  those  studies,  but  sufficient  progress  was  made  to  call 
the  attention  of  various  Government  agencies  to  the  undeveloped  re- 
sources of  the  West. 

Partially,  as  a  result  of  what  was  presented  before  the  Senate  Com- 
mittee on  Public  Lands,  the  RFC  and  Defense  Plant  Corporation 
undertook  to  invest  public  funds  in  the  development  of  these  resources 
which  have  resulted  in  the  construction  of  these  various  facilities  that 
are  now  the  property  of  the  Government  and  which  will  either  be 
operated  or  left  idle. 
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You  have  emphatically  called  attention  to  the  serious  social  results 
that  will  follow  if  they  are  not  operated,  and  I  am  grateful  to  you. 

Senator  Murray.  Mr.  Chairman,  in  this  connection,  I  might  cal,l 
attention  to  the  fact  that  there  is  pending  in  the  Congress  now  the 
Missouri  Valley  Authority  bill  which  offers  the  greatest  opportunity 
for  the  development  of  the  resources  of  the  West,  solving  this  problem 
of  expansion  of  industry  and  providing  full  employment  for  the 
industry  and  providing  full  employment  for  the  American  people. 

Senator  O'Mahoney.  Might  I  ask  the  Senator  who  introduced  that 
bill? 

Senator  Murray.  That  is  a  military  secret. 

Senator  O'Mahoney.  I  shall  ask  Mr.  Harvey  to  wait  a  little  bit, 
because  we  want  to  hear  from  Mr.  Troy,  of  the  Eastern  Metal  Products 
Co. 

Chairman  Olds,  I  wonder  if  you  would  be  good  enough  to  include 
Boulder  Dam  in  the  report  that  you  make  ? 

We  want  the  whole  story. 

Mr.  Olds.  Yes,  sir ;  I  will  include  Boulder. 

Senator  O'Mahoney.  Very  well,  Mr.  Troy,  you  may  proceed. 

STATEMENT  OF  ARNOLD  TROY,  EASTERN  METAL  PRODUCTS  CO. 

Mr.  Troy.  Senator  O'Mahoney  and  members  of  the  attendant  com- 
mittees, thank  you  very  kindly  tor  the  opportunity  of  this  forum.  I 
will  be  as  brief  as  possible  in  view  of  the  crowded  agenda  at  hand. 

I  am  prefacing  my  remarks  and  statements  with  the  notice  that  I 
have  read  the  committee's  interim  report,  Attorney  General  Clark's 
report,  and  Mr.  Symington's  report.  I  have  also  been  present  at  these 
hearings.  It  appears  to  me  that  the  basic  findings,  the  proposals  based 
on  these  findings,  and  the  hopes  for  the  future  are,  in  all  cases,  ma- 
terially the  same.  This,  1  believe,  also  applies  to  the  attitude  of  the 
RFC.  The  value  of  these  reports  is  unquestioned.  They  bring  the 
issues  clearly  to  a  head. 

At  this  point  it  should  be  noted  that  the  RFC  has  been  extremely 
cooperative  in  its  endeavors  to  obtain  interested  parties  and  to  help 
interested  parties  determine  the  qualities  and  opportunities  to  be  found 
in  the  plants  declared  surplus  and  made  available  by  the  Surplus 
Property  Board.  In  cases  other  than  the  light  metals  fields,  because 
of  the  general  competitive  economy  of  those  industries,  no  problems 
of  disposal  were  as  prevalent.  It  is  obvious  that  the  prospective 
purchaser  having  met  all  of  the  objectives  of  the  Surplus  Property  Act 
ranging  from  (a) — (s)  must  then  meet  condition  (t) — which  refers,  I 
may  say,  to  the  highest  bidder  value.  In  the  light  metals  fields,  how- 
ever, because  of  the  general  noncompetitive  condition  that  exists  and 
has  existed,  objective  (t)  cannot  be  met. 

As  a  net  result  the  RFC,  with  all  its  desire  to  follow  the  general 
pattern  as  established,  could  not  enter  into  any  form  of  tentative 
arrangement  and  could  not  establish  the  Government's  tenable 
position.  The  policy-forming  Surplus  Property  Board  likewise  found 
itself  at  a  disadvantage  because  no  official  statement  was  forthcoming 
from  the  Congress  as  to  a  basic  formula  for  the  distribution  of  these 
light-metals  properties  involved.  To  that,  partially,  might  be  at- 
tributed the  lack  of  sound  proposals  up  to  this  time.  To  the  fact  also 
that  investigations  were  under  way  in  the  industry,  might  be  attributed 


a  great  lack  of  desire  on  the  part  of  prospective  purchasers  to  make 
their  position  known,  since  they  themselves  could  not  determme  what 
that  position  should  be.  The  results  of  these  mvestigations,  would,  in 
a  measure  determine  their  offer.  . 

We  ourselves  are  interested  in  obtaining  the  reduction  and  extrusion 
plants  located  in  Los  Angeles.  We  would  also  want  to  obtain  some 
befense  Plant  Corporation-owned  forging  equipment  However, 
up  to  this  time,  we  have  found  that  it  is  impossible  to  make  an  offer 
since  the  uncertainty  of  this  entire  situation  handicaps  the  formation 

""Vo^Snci^s^C  g^^^  to  be  an  Army-Navy  Munitions  Board 
stock  pile  and  if  so,  in  what  quantities  ?  Can  the  Government  arrange 
a  contract  with  a  "guaranty  against  loss'' feature-similar  to  the  one 
Alcoa  enjoyed  during  the  war?  Can  a  Government  agency  arrange 
for  the  purchase  of  a  stock  pile  at  the  time  a  lease  is  arranged?  Ihe 
basic  formula  must  be  established  by  Congress  as  an  over-all  policy 
and  the  problem  cannot  and  should  not  be  treated  only  as  part  of  a 
specific  proposal. 


*     * 


* 


BASIC  PRODUCING 


"create  a  more  competitive  condition  in 

industry" 

There  should  be  a  sharp  line  of  demarcation  established  between 
that  part  of  the  aluminum  industry  which  Alcoa  has  monopolized  and 
that  part  that  has  been  more  or  less  subject  to  competition.  The  basic 
"piff'' production  has  been  subject  to  a  definite  Alcoa  monopoly  and 
the  courts  have  so  decided.  The  semifabricated  and  the  fabricated 
end  have  not  been  so  judged.  However,  it  should  be  kept  m  mind  that 
control  over  the  basic  material  can  easily  set  the  pace   m  those 

competitive  fields.  «  ,  ,.  ^i         t  • 

The  price  of  the  basic  material,  the  rate  of  delivery,  the  pohcies  m 
general  of  the  producer,  all  tend  to  establish  the  scope  of  competition 
m  the  semi-  and  full-fabricating  ends.    Establish  more  basic  suppliers 
of  the  base  material  and  the  second  and  third  step  plants  would  more 
readily  find  buyers.    The  field  of  prospective  buyers  would  grow  im- 
mediately and  healthier  offers  would  be  forthcoming.     Even  the  oper- 
ator of  a  successful  reduction  plant  would  develop  a  stronger  desii-e 
to  establish  integrated  operations  and  be  on  a  sounder  footing.     Ihe 
net  gain  to  the  Government  would  be  drastic.    You  would  create  the 
value  of  these  second-  and  third-step  plants  by  removing  them  from 
the  realm  of  Alcoa's  dominance.    The  figure  $700,000,000  worth  of 
Government  plants  (at  cost)  has  generally  been  used  as  constituting 
the  value  of  aluminum  plants  that  must  be  disposed  of  in  order  to 
create  a  more  competitive  condition  in  the  field.    Actually  this  is  not 
the  amount  that  should  be  under  immediate  consideration  at  this  time. 
In  order  to  establish  a  more  competitive  condition  in  the  entire 
industry  all  that  needs  be  done  is  to  create  a  more  competitive— with 
all  due  respect  to  Reynolds— basic  producing  industry.    Discounting 
those  basic  plants  which  are,  by  all  agreement,  hopeless  as  economic 
producers,  we  then  have  to  deal  with  the  following: 
Alumina  plants :  Reduction  plants-Continued 

Hurricane  Creek $39,  331, 000  Massena $19,  0.1, 000 

Baton   Rouge 25,682,000  Troutdale ^ft'ooQ  mn 

Reduction  plants :  Taeoma ^>  ^^^'  ^ 

Jones  Mills 29, 258, 000 

Los  Angeles 24, 042, 000  Total 184, 871, 000 

Spokane 22,270,000 
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With  these  plants  disposed  of  properly  and  a  competitive  basic  in- 
dustry established,  the  values  of  the  subsequent-stage  plants  are  no 
longer  in  a  field  dependent  on  one  major  source  of  supply.  Their 
values  can  then  be  independently  established. 

The  admirable  conduction  of  these  hearings  on  the  part  of  the 
chairman  and  the  unlimited  assistance  afforded  him  by  his  extremely 
capable  fact-finding  cohorts  have  elicited  from  all  of  the  witnesses 
practically  all  of  the  facts,  figures,  and  information  relative  to  this 
grave  problem.  The  records  are  established.  A  review  now,  even  in 
part,  would  be  out  of  order. 

However,  it  must  be  made  crystal  clear  at  this  point  whether  Alcoa 
intends  embarking  on  an  extremely  cooperative  program  in  order  to 
establish  competition  or  whether  Alcoa  will  choose  to  sit  back,  hamper 
the  reconversion  program,  and  await  the  impact  of  court  dissolution 
which  will  be  inevitable,  based  upon  the  findings  of  this  body,  Alcoa 
failing  to  do  the  right  thing. 

ASKS  THAT  ALCOA  ENGAGE  IN  COOPERATIVE  PROGRAM 

Alcoa  has,  in  the  past,  broken  the  law.  The  court  has  held  it  was  by 
design.  Let  us  now  have  design  on  the  part  of  Alcoa  for  creating 
competition.  Her  greatest  contribution  in  this  direction  would  be  the 
dissemination  of  complete  know-how,  not  the  kind  that  you  read  in 
books,  but  the  fine  know-how,  the  little  kind  that  makes  the  big 
difference. 

An  integration  committee  could  be  formed,  headed  by  Alcoa,  with 
operators  of  alumina  and  reduction  plants  all  as  members.  No  anti- 
trust thoughts  could  be  entertained  since  only  technical  information 
would  be  considered — ^not  prices.  There  is  much  precedent  for  this 
type  of  action  both  in  the  aluminum  field  and  in  other  major  industries. 

Alcoa,  when  it  wanted  to  be,  has  been  able  to  be  extremely  helpful 
to  competitors.  Such  help  only  resulted  in  helping  everybody.  Un- 
doubtedly, too,  in  time  members  of  the  committee,  through  their  own 
gained  knowledge,  could  give  aid  to  Alcoa. 

If  this  were  done  I  would  hope  that  the  Attorney  General's  office 
would  consider  not  asking  for  Alcoa's  dissolution.  I  for  one,  should 
dislike  very  much  seeing  such  an  event  take  place.  This  company, 
headed  by  an  excellent  group  of  men,  can  contribute  much  to  our 
general  welfare. 

I  do  not  believe,  on  the  other  hand,  that  had  there  been  competition 
in  this  field  in  the  past  25  years  we  would  have  seen  far  more  scientific 
improvements,  a  very  much  larger  industry,  a  great  deal  more  for  the 
people,  and  no  light-metals  problem  at  this  time. 

I  hope  these  men,  leaders  in  industry,  not  only  see  the  light,  but 
more  than  that — carry  the  torch.  If  Alcoa  welcomes  competition  as 
they  say  they  do,  this,  then,  is  their  opportunity  to  put  that  into  con- 
crete shape.  Under  no  circumstances  must  the  growth  of  the  industry 
be  allowed  to  be  retarded.  This  might  be  placed  in  the  nature  of  a 
plea  that  the  course  of  action  they  elect  to  choose  does  not  permit  of 
their  past  errors.  This  is  not  just  a  plea  of  small  business,  this  is  a 
plea  of  big  business  as  well,  since  all  business  has  a  great  deal  at  stake 
in  Alcoa's  answers. 

The  time  for  action,  however,  is  now,  today,  since  the  major  hope  for 
the  ultimate  success  of  these  plants  is  that  these  operations  receive  the 
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benefits  of  a  reconverting  economy  and  its  accompanying  growing 
"^'Akot  has  evidenced  her  willingness  to  purchase  alumina  from  an 

accept  the  long  view  and  recognize  its  value  to  our  entire  economy. 

SHOULD  BE  FOUR  TO  SIX  BASIC  PRODUCERS 

Further  I  think  it  should  be  firmly  recognized  by  the  Congress  that 
thfre  shou'ld  be  a  minimum  of  four  basic  producer^,  six  if  po|^^^^^^ 
^inr-fi  there  vou  have  a  broad  base  upon  which  to  build,  ims  siiouiu 
K»  m«dP  a  nart  of  the  directive  formula  on  the  part  of  Congress  to 
Mr  SvLLgton  I  tentatively  base  these  figures  on  the  number  of 
^.^t^Tefistence  their  geographical  location,  and  their  sphere  of 
Suenc^  A  duopoy,  because  o^f  the  protection  afforded  i  ,  by  not 
be?ng  a  monopol?%ay  in  effect  be  worse  than  the  monopoly.  This 
should  be  guarded  against. 

STRONGLY  OPPOSES  SUBSIDIES,  BUT  ADVOCATES  GOVERNMENT  AID 

The  Question  of  subsidies  has  arisen  many  times  at  this  hearing 
Mv  unSanding  of  a  subsidy  is  "payments  of  moneys  to  create  a 
SiiTd  effect  or  to  obtain  something  on  the  part  of  government  which, 
ffenerallv  only  benefits  a  few."  In  my  own  testimony  before  the  Senr 
f te  committee\earings  I  very  strongly  urged  ag^mst  subsidies^  I 
cannot  see  though,  where  any  sensible  program  of  aid  to  a  producer 
border  to  itabfish  him  in  th'is  field  of  no  competition  can  be  called  a 

'"Snif  there  were  money  spent  in  this  direction,  creation  of  com- 
petition in  the  aluminum  industry  might  eventually  result  in  a  price 
reduction  of  as  much  as  2  cents  a  pound;  without  this  competition  ^e 
might  conceivably  see  an  increase  of.l  or  2  cents  a  pound.  If  our 
Sment  proves  correct  and  the  American  public  saves  on  a  1,000,000,- 
feound  production  2  cents  a  pound,  an  absolute  minimum  of  $20  - 
000  000  a  year  would  be  saved,  not  taking  into  consideration  addi- 
tional savings  due  to  smaller  profits  on  lesser  cost  basic  materials  on 
tCpart  of  Producers,  retailers,  and  so  forth.  Competition  in  a  rap  d 
expansion  program  as  established  at  the  beginmng  of  this  war  would 
■    have  savel  this  Government  $300,000,000  in  their  plant-bmlding 

^'Whatif  we  do  not  have  competition  by  the  next  .em^'-gef /' ^1"  j* 
cost  for  our  next  hurdle  ?  Wherein  does  subsidy  he  if  in  the  net  result 
more  is  gotten  out  tiian  put  in  ?  If  we  had  never  given  mail  contracts 
Tour  commercial  air  lines  years  ago,  which  was  in  the  nature  of  a 
so-called  subsidy,  where  today  would  we  get  the  great  commercial 
fleets  from  which  we,  the  American  people,  are  gaining  so  much^ 

I  am  taking  this  viewpoint  as  an  American,  as  a  taxpayer  not  as  an 
aluminum  manufacturer  seeking  personal  advantage  What  that  aid, 
incentive,  subsidy,  or  whatever  you  call  it,  consists  of  is  the  important 
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thing,  not  the  word  itself.  What  consists  of  obtaining  greatest  value 
for  the  Government  ?  In  most  cases  in  the  plants  under  discussion  if 
you  attempted  to  sell  them  on  the  open  market  as  such  to  all  comers 
except  Alcoa,  the  offers  you  would  find  would  not  be  very  flattering. 
The  next  step  then  is  to  hold  them  at  an  exorbitant  maintenance,  cost 
which  in  effect  is  till  then,  subsidizing  the  war  effort,  since  the  war  ;io 
longer  exists.  Let  us  proceed  then  to  what  might  be  construed  as  a 
reasonable  aid  on  the  part  of  the  Government. 

I  do  not  believe  that  an  operator  of  any  of  these  reduction  plants 
should  be  guaranteed  against  any  loss,  nor  should  the  Government 
share  in  the  profits.  Don't  keep  Government  in  business  as  such.  I 
feel  that  the  plants  should  be  carefully  considered  and  a  fine  analysis 
of  cost  should  be  established.  Establishing  then,  the  cost  of  its  opera- 
tions— ^based  on  proposed  costs — the  economic  feasibility  is  immedi- 
ately established  for  a  given  volume.  That  information  should  be 
divulged  to  the  RFC  at  the  time  the  proposal  would  be  made  on  the 
part  of  the  prospect.  The  information  should  be  of  a  secret  nature. 
There  we  have  a  starting  point.  The  only  question  that  then  remains 
is  how  to  obtain  the  volume  of  production. 

GUARANTEED  OUTLET  NECESSARY  FOR  A  PART  OF  PLANT  CAPACITY 

For  the  beginning  of  its  operations  the  plant  would  require  a  guar- 
anteed outlet  for  at  least  a  part  of  its  capacity.  In  my  own  estima- 
tion a  "50  percent  of  production"  Government  order  for  the  Army- 
Navy  Munitions  Board  stock  pile  would  serve  the  purpose.  The  re- 
maining 50  percent  must  be  manufactured  at  the  operator's  risk  and 
disposed  of  on  the  open  market.  Stock  piling  is  no  subsidy.  It  is  a 
matter  of  value  received. 

Operating  capital  should  be  supplied  on  the  part  of  the  entrepre- 
neur. If  his  credit  enables  a  loan  at  a  bank,  that  of  course  does  not 
preclude  him  from  applying  for  a  loan  at  the  RFC  which  could  be 
made  on  a  basis  of  sound  banking  principles. 

STOCK-PILING  ESTIMATES 

Senator  O'Mahoney.  How  far  do  you  think  stock  piling  could  go? 
Mr.  Troy.  Well,  I  have  seen  estimates  as  high  as  a  billion  and  a 
half  to  two  billion  pounds. 

Senator  O'Mahoney.  How  long  would  it  take  to  stock  pile  that 
amount  ? 

Mr.  Troy.  I  was  thinking  in  terms  of  300,000,000  or  500,000,000 
pounds  a  year,  maybe  over  a  period  of  4  or  5  years.  . 

Senator  O'Mahoney.  In  5  years  that  amount  would  have  been  ob- 
tained ? 

Mr.  Troy.  Yes,  sir. 

Senator  O'Mahoney.  And  purchased  by  the  Government.  Then, 
what  would  be  the  question  that  would  confront  the  Government  ? 

Mr.  Troy.  I  think,  sir,  by  that  time  the  market  would  have  been 
established  that  would  enable  individual  competition  of  Alcoa  to 
obtain  its  own  markets,  and  if  it  could  not  bv  that  time,  then  some- 
thing is  drastically  wrong  with  our  entire  system. 

Senator  O'Mahoney.  Within  that  period  you  think  that  new  and 
broader  markets  could  be  developed  ? 
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Mr  Troy.  That  I  think  has  been  brought  out  very  adequately  m  all 
this  testimony.  In  my  own  opinion,  sir,  I  thmk  it  has  been^  sub- 
stantiated  by  practically  everybody  in  the  business,  including  Alcoa. 

The  loan  of  operating  capital  as  such  should  not  be  considered  as 
part  of  a  contract  to  buy  or  lease  any  plant  unless  the  individual  can 
command  the  loan  on  his  own  power.  Terms  of  course  should  be  as 
liberal  as  possible. 

plants  should  be  LOCAl-ED  WHERE  PEOPLE  ARE  PERMANENTLY 

ESTABLISHED 

I  once  heard  Senator  Wherry,  of  Nebraska,  remark  that  the  work 
should  be  brought  to  the  people,  not  the  people  to  the  work— meaning 
of  course  that  plants  should  be  established  where  there  are  people  not 
causing  continual  dislocations.  ....  ^.  j      „: 

I  have  just  returned  from  a  cut-short  visit  of  inspection  and  engi- 
neering study  of  the  Los  Angeles  reduction  and  extrusion  plants.  1  he 
people  of  Los  Angeles  are  very  anxious  to  have  their  local  productive 
capacities  put  to  use.  Their  eyes  are  focused  in  this  direction.  The 
thing  that  struck  me  as  being  most  smguilar  was  that  in  a  part  ot  the 
country,  where  50  percent  of  the  country's  planes  were  built,  there  was 
not  a  sheet  mill.    Yet  during  the  war,  a  288,000,000-pound  sheet  mill 

was  constructed  at  Spokane.  ,     ^      ,        ^ 

In  my  analysis  of  the  situation,  I  found  that  the  Southwest  was  ripe 
for  an 'integrated  industry  in  the  aluminum  field,  and  that  a  goal 
like  that  was  not  unobtainable  in  the  near  future  if  the  start  were 
afforded  through  the  obtaining  of  these  plants  at  this  time,  ihe 
establishment  of  a  local  t)auxite  plant  would  be  an  immediate  plan 
followed  bv  tlie  setting  up  of  a  sheet  mill  meeting  the  local  requisites. 
This  goal,' while  it  would  not  permit  any  immediate  withdrawal  of 
profits  for  vears  to  come,  would  accomplish  the  sincere  desire  on  our 
pai-t  to  benefit  not  only  ourselves  but  the  people.  Our  interests  would 
be  protected  on  a  sound  down-to-earth  basis  and  our  profits  would 

then  accrue.  .        .^  ,_  ,  ,,    .      ,,^ 

In  considering  the  Los  Angeles  project  it  would  be  well  for  the 
committee  to  dwell  on  the  Boulder  Dam  power  arrangem^t  of  costs 
to  the  city  of  Los  Angeles  as  compared  with  that  of  Coulee-Bonneville. 
It  is  my  understanding  that  almost  50  percent  of  thie  costs  of  Coulee- 
Bonneville  Dams  have  been  charged  off  against  items  like  flood  control, 
and  so  forth,  allowing  a  low  power  rate  whereas  at  Boulder  only  18 
percent  has  been  so  charged,  causing  a  higher  rate.  Added  to  this,  of 
course,  is  a  300-mile  span  of  power  being  carried  to  its  outlet.  Why 
should  such  a  power  differential  exist?  Immediate  steps  should  be 
taken  toward  its  correction  even  though  no  immediate  action  is  taken 
on  the  over-all  power  problem. 

WOULD  LIKE  A  5 -YEAR  LEASE  WITH  THE  GOVERNMENT  WITH  OPTION  TO  BUY 

What  we  would  like  to  see  on  a  basis  of  purchase  would  be  a  5-year 
lease  with  the  Government  with  an  option  to  buy.  The  value  of  the 
plant  is  to  be  m-utally  agreed  on  by  the  RFC  and  the  prospective  pur- 
chaser. The  leasing  arrangement  would  virtually  be  a  part  of  the 
purchase  action.  The  lease  payments  would  be  based  on  a  "so  much  per 
pound  sold  arrangement"  which  would  apply  toward  the  purchase 
price. 
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For  instance,  if  there  were  100,000,000  pounds  of  aluminum  produced 
annually  in  the  plant,  then  a  half  cent  would  yield  a  return  to  the 
Government  of  about  $500,000  per  annum.  Since,  purportedly,  these 
would  be  the  best  terms  that  the  Government  could  get  (outside  of 
Alcoa)  for  these  plants,  they  would,  in  effect,  create  a  sale  to  the  highest 
bidder.  There  is  no  subsidy  involved.  Of  course  the  economic  value 
should  be  the  determining  value  of  such  plants. 

ECONOMIC  VALUE  MUST  BE  DETERMINED 

Incidentally,  in  physically  inspecting  the  extrusion  plant  at  Los 
Angeles  it  was  discovered  that  a  million-dollar  air-conditioning  unit 
had  been  installed.  This  unit,  during  all  the  time  of  the  plant's  opera- 
tion, was  never  used.    It  probably  never  will  be  used ;  its  value  is  nil. 

The  reduction  plant  supposedly  has  carbon-rod-making  facilities 
that  are  50  percent  greater  than  its  own  needs.  Los  Angeles  was  to 
have  supplied  Riverbank  with  their  carbons.  Both  these  plants  have 
black-out  lighting,  and  the  cost  of  inserting  windows  is  also  a  con- 
sideration. 

These  are  only  some  of  the  factors  that  must  be  taken  into  consid- 
eration when  determining  economic  value.  I  bring  these  to  your 
attention  so  that  the  $178,000,000  figure  represents  only  what  these 
plants  cost  the  Government  and  is  nowhere  near  their  true  worth.  In 
further  consideration  of  these  plants  it  should  be  pointed  out  that 
all  records  and  figures  pertaining  to  the  plants'  past  operations  should 
remain  with  the  plants.  In  both  of  these  plants  they  had  been  removed 
by  the  operating  companies.  * 

The  purchase  of  the  main  constituent  of  the  basic  aluminum,  namely, 
alumina,  according  to  the  Surplus  Property  Board,  would  run  around 
$28  to  $30  per  ton  out  of  Hurricane  Creek.  The  arrangement  for  the 
purchase  of  this  material  would  constitute  only  an  immediate  aid  with 
us  only  until  such  time  as  a  bauxite  plant  could  be  established  at  Tide- 
water in  Los  Angeles  to  handle  imported  ores  from  the  Orient. 

We  would  also  like  to  suggest  that  it  would  be  a  recoverable  cost  to 
take  part  of  Baton  Rouge  and  move  it  out  to  the  west  coast  at  this 
time  in  order  to  put  to  use  a  plant  which  otherwise  may  not  have  any 
use.  We  want  to  state  that  it  would  not  be  our  intention  of  entering 
competing  fields  where  small  business  has  its  greatest  opportunity,  but 
rather  promote  new  small  companies  into  them. 

RECOMMENDATIONS  FOR  CONGRESSIONAL  FORMULA 

Upon  the  completion  of  our  inspection  and  analysis  of  the  plants 
on  the  west  coast  and  upon  the  formation  of  a  definitive  policy  on  the 
part  of  the  Congress  so  that  the  Surplus  Property  Board,  through  its 
agent,  the  RFC,  knows  exactly  what  is  acceptable  and  what  isn't,  we 
will  make  our  formal,  specific  offer  for  these  plants. 

The  RFC  and  in-sight  prospective  purchasers  should  sit  down  and 
the  prospective  customers  should  make  known  what  they  would  like 
to  see  in  that  formula.  Those  recommendations  should  be  studied  as 
possibly  being  a  part  of  Congress'  formula.  We  sincerely  trust  that 
the  formula  as  will  then  be  laid  down  by  the  Congress  will  be  progres- 
sive and  will  meet  the  demands  of  the  situation.  In  any  event,  it 
should  be  an  over-all  plant  and  all  comers  should  be  treated  similarly. 
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The  plan  and  the  way  it  is  working  out  could  be  looked  at  m  retrospect 
by  the  Congress  and  adjustments  made  if  needs  be. 

In  conclusion,  let  me  say  that  we  have  found  that  m  the  past  we 
have  manufactured  many  items  which  Alcoa  and  Reynolds  said  couldn  t 
be  made ;  that  by  this  token,  through  competition,  Alcoa  and  Reynolds 
may  learn  much.    A  joining  of  hands  is  necessary. 

(Information  supplied  by  Mr.  B.  Cozzens,  city  of  Los  Angeles, 
department  of  water  and  power.) 

Allocation  of  costs,  Boulder  project  versus  Bonneville-Coulee  project  (excluding 

transmission  system  facihties) 


To  present 

■■* 

Boulder,  Jan.  1, 1945 

Bonneville-Coulee, 
June  30,  1944 

Amount 

Percent 
total 

Amount 

Percent 
total 

Power - 

Joint  power - -- 

Joint  other.-- -— 

Flood  control 

$115,047,516 
"'25,666,'666" 

82.1 
i7.'9' 

$85,336,824 

62, 042, 680 

107,803,976 

""7,'785^445" 

32.4 
23.6 
41.0 

3.'6 

jxrigatiuu 

Total                              

140,047,516 
115,047,516 

100.0 
82.1 

262.968,905 
147,379,481 

100.0 

Total'power '('including  joint  facUities  allocated 

56.0 

Allocation  of  costs,  Boulder  project  versus  Bonneville  project 


Cost  allocated  to — 


Power 

Joint  power... 
Joint  other — 
Flood  control - 
Navigation.... 


To  present 


Boulder,  Jan.  1, 1945 


Amount 


Total  *' 

Totalpower  (including  joint  facilities  allocated 

to  power) -- 


$115,047,516 
"25,"  566,"  566" 


Bonneville,  June  30, 1944 


Percent 
total 


82.1 
'17.' 6' 


140,047,516 
115,047,516 


100.0 
82.1 


Amount 


Percent 
total 


$37,681,600 
20, 121, 850 
20, 121, 850 


5,784.000 


83, 709, 300 
67,803,450 


45.0 
24.0 
24.0 


7.0 


100.0 
69.0 


Ultimate 


Boulder 


Power 

Joint  power... 
Joint  other — 
Flood  control. 
Navigation... 


Amount 


»Potal  - 

Total'power  (including  joint  facilities  allocated 

to  power) • 


$125,000,000 

"25,"  666,' 666 


150, 000, 000 
125,000,000 


Percent 
total 


Bonneville 


Amount 


83.3 


100.0 
83.3 


$38, 340, 300 
20,368,050 
20, 368, 050 


6,  634. 500 


Percent 
total 


44.8 
23.8 
23.8 


85, 610, 900 
58, 708, 350 


7.6 


100.0 
68.6 


xr^»«.     TTimirp.?  fnr  Bnulder  were  obtained  from  Interior  Department  appropriation  bill,  1944,  and  appar- 
pimfcomSon  and  speciflcaUy  include  Interest  during  construction  period. 
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TYPE  OF  COMMODITIES  MANUFACTURED 


Senator  O'Mahoney.  What  type  of  commodities  do  you  refer  ? 

Mr.  Troy.  In  the  fabricating  end  of  the  aluminum  industry. ' 

Senator  O'Mahoney.  For  example? 

Mr.  Troy.  Well,  there  was  a  highly  strategic  part  made  out  of 
sheet  for  heavy  artillery  that  placed  in  a  position  of  prime  impor- 
tance at  a  time  when  we  were  short  of  fuse  box  cups,  and  up  to  that 
time  they  had  been  made  out  of  bakelite.  Since  the  shells  were  in  the 
field  and  had  to  be  changed  to  aluminum,  it  became  necessary  to 
change  some  bakelite  to  aluminum  and  usie  the  same  dimensions.  The 
Aluminum  Co.  of  America  said  it  just  could  not  be  done,  according  to 
the  blueprints  as  they  existed.  Reynolds  did  the  same.  Based  on 
that,  it  would  have  necessitated  scrapping  millions  of  dollars  worth 
of  shells. 

We  undertook  the  problem  and  were  successful.  We  turned  out  in 
the  nature  of  20,000,000  of  these  cups  in  the  space  of  time  of  6  months. 
I  daresay  there  was  a  time  when  every  loading  line  in  the  country  was 
dependent  on  our  company  for  the  production  of  these  units,  to  the 
end  that  we  were  the  sole  source  of  supply. 

Senator  O'Mahoney.  Ah !    You  are  a  monopoly. 

Mr.  Troy.  Alcoa  did  not  come  to  us  and  ask  us  for  the  information, 
so  to  that  extent  we  are. 

We  were  the  sole  source  of  supply  for  this  highly  strategic  product. 
I  might  say  th§it  at  the  time  of  the  Bulge  last  November,  it  was  through 
our  Herculean  efforts  that  we  kept  our  loading  lines  going,  and  in 
,  effect  we  did  a  great  deal  for  our  country  in  that  respect. 

Senator  O'Mahoney.  Thank  you  very  much.  Are  there  any  ques- 
tions ? 

Mr.  Troy.  I  just  wanted  to  make  one  other  point.  Senator,  if  I  may, 
and  that  is  with  reference  to  the  subsidies  discussed  on  the  part  of 
Senator  Wherry.  The  precedent  I  have  reference  to  is  the  Silver  Act 
of  1934  which  establishes  a  price  of  .711  for  silver  which  might  be  pur- 
chased outside  of  the  country  at  a  lower  price. 

Senator  O'Mahoney.  Well,  we  won't  go  into  the  silver  question  here. 

Mr.  Gallagher. 

STATEMENT  OF  J.  0.  GALLAGHER,  PRESIDENT,  COLUMBIA  METALS 

CORP.,  SEATTLE 

Mr.  Gallagher.  Mr.  Chairman,  the  name  is  J.  O.  Gallagher,  presi- 
dent of  Columbia  Metals  Corp.,  Seattle,  Wash. 

I  would  like  to  say  that  the  filing  of  this  proposal,  which  was  just 
done  on  Monday  was  merely  coincidental  with  the  beginning  of  these 
hearings.  We  have  been  in  negotiation  with  the  RFC  now  for  almost 
a  year,  our  original  approach  to  this  matter  being  one  of  taking  over 
the  operations  of  two  reduction  plants,  Troutdale  and  Spokane,  having 
in  mind  that  if  we  were  able  to  get  into  the  operation  of  those  two 
plants  during  the  war  we  would  thereby  have  an  opportunity  to  de- 
velop an  organization  and  be  prepared  to  carry  on  with  the  program 
which  we  are  now  proposing  to  carry  out. 

Of  course,  with  the  advent  of  VJ-day,  that  approach  became  ob- 
solete, and  we  immediately  proceeded  to  prepare  a  proposal  which 
would  be  in  line  with  the  new  circumstances. 
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Our  first  conclusion  in  making  our  new  approach  to  this  matter 
was  that  it  was  one  requiring  not  less  than  $20,000,000  of  workmg 
capital,  and  that  if  any%rospective  bidder  for  these  PlYtsjvas  not 
prepared  to  supply  such  an  amount  of  workmg  capital,  he  would 
automatically  disqualify  himself .  ^u^  ^^r-rr^ol 

This  is  not  one  of  those  conventional  deals  which  is  the  normal 
way  of  getting  into  business,  one  of  creeping  before  you  crawl  and 
crawling  before  you  walk.  This  is  one  where  you  are  ]ust  gomg  to 
have  to  lump  in  and  sink  or  swim  and  take  your  chances. 

We  are  not  asking  for  any  guarantee  against  losses,  nor  are  we 
asking  for  a  subsidy.     There  are  many  definitions  I  find  of  a  subsidy. 

As  has  been  indicated  here,  we  have  suggested  that  the  Ki'C  buy 
a  certain  portion  of  our  output.  What  portion  is  very  difficult  to 
determine,  but  we  do  not  believe  that  that  is  a  subsidy.  We  don  t 
believe  in  subsidies,  and  we  prefer  not  to  have  any  part  of  them. 

COLUMBIA  METALS  CORP.  STOCKHOLDERS 

Just  a  word  about  the  Columbia  Metals  Corp.  I  am  sure  that  while 
the  KFC  boys  are  quite  familiar  with  our  set-up,  for  the  benefit  of 
the  record  here  it 'is  made  up  of  less  than  50  stocldiolders  and  will 
continue  to  be,  certainly  during  the  first  few  years  of  this  initial  ven- 
ture period.  Those  stockholders  are  men  who  have  been  outstand- 
ingly successful  in  their  respective  lines  of  business,  jncludmg  ship- 
building, aircraft  building,  banking,  lumber,  fish,  grain,  oil,  and  steel. 
Thev  are  all  men  of  not  only  ordinary  prudence  but  extraordinary 
prudence,  and  they  are  all  fully  aware  of  the  many  obstalces  and 
difficulties  in  connection  with  getting  into  the  aluminum  business. 
We  have  made  very  exhaustive  studies,  engineering,  commercial,  and 
otherwise,  of  the  situation,  and  we  feel  that  we  have  the  opportunity 

fairly  well  appraised.  ,.  .    i,  .i.      ^    n    ij      « 

Senator  O'Mahoney.  Do  you  have  a  list  of  the  stockholders  «^ 
Mr.  Gallagher.  Yes.     The  RFC,  Mr.  Chairman,  has  a  list  of  our 
stockholders.    We  have  been  working  with  them  now  for  the  past  sev- 
eral years,  being  the  sponsor  for  the  sale  of  alumina  from  the  clay 

plants.  1     T    0 

Senator  O'Mahoney.  How  long  IS  the  list?  j.  ^    i.    t 

Mr.  Gallagher.  There  are  less  than  50.    As  a  matter  of  fact,  1 

think  there  are  less  than  30  right  now,  and  there  will  continue  to  be 

less  than  50.  ,  ,  ,  .        ^  xi.       •    <.u 

Senator  O'Mahoney.  Would  you  be  good  enough  to  put  them  in  the 

record  at  the  conclusion  of  your  statement  ? 

Mr.  Gallagher.  I  would  be  glad  to  supply  that  to  the  committee. 

During  this  hearing  there  have  been  a  lot  of  thmgs  said  about 
what  was  done  during  the  war  as  to  subsidies,  and  so  forth.  As  a 
matter  of  fact,  Mr.  Chairman,  it  seems  to  me  that  the  Government 
of  this  country  subsidized  the  world  .in  this  war  in  order  to  win,  and 
anything  said  about  subsidies  during  the  war  seems  to  me  rather  be- 
side the  point. 

We  are  now  faced  with  a  problem,  in  this  aluminum  situation,  not 
of  reconversion  but  of  conversion.  The  Government  was  not  in  the 
aluminum  business  before  the  war.     It  now  finds  itself  very  much  in 
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the  aluminum  business,  and  now  it  would  like  to  get  out  of  the 
aluminum  business. 

We  propose  a  plan  whereby  we  will  not  put  the  Government  m  the 
active  business  of  making  aluminum,  but  to  the  contrary  to  take  them 
out  of  the  aluminum  business. 

REDUCTION  STAGE  IS  HEART  OF  ALUMINUM  BUSINESS 

Before  I  read  my  proposal  here,  which  I  plan  to  do,  I  think  it  would 
be  well  for  us  to  have  in  mind  what  we  are  talking  about.  The  heart 
of  the  aluminum  business  is  the  reduction  end  of  the  business.  That 
is,  I  would  say,  the  center  or  the  heart,  with  alumina  the  principal 
artery  on  the  one  hand  and  your  present  fabricating  facilities,  your 
principal  artery  on  the  other  hand. 

At  the  present  time,  there  are  economical  facilities  for  reducing 
aluminum,  both  Government  and  private,  having  a  total  capacity  of 
1,560,000,000  pounds.  Of  that  amount,  Alcoa  has  830,000,000  pounds ; 
Keynolds  Metals  Co.  has  170,000,000  pounds,  and  the  Government  has 
about  512,000,000  pounds,  or  as  a  matter  of  fact  560,000,000  pounds, 
and  I  am  including  in  that  the  Tacoma  plant  which  I  think  has  possi- 
bilities of  operating  economically.  • 

I  offer  this  gratuitously,  and  probably  it  will  not  be  appreciated 
by  Reynolds,  but  it  has  struck  me  that  since  the  Tacoma  plant  uses 
the  same  process,  the  so-called  Soderberg  process,  as  their  own  Long- 
view  plant  uses,  it  might  fit  into  that  operation  for  them,  thereby  re- 
ducing their  overhead. 

In  any  event,  the  reduction  stage  of  the  aluminum  business  being 
the  heart  of  the  business,  that  is  the  stage  of  the  business  around  which 
any  integrated  operation  must  be  built.  The  size  of  your  operation 
on  the  one  hand  for  your  raw  materials  and  your  prefabricating  on 
the  other  will  depend  upon  the  extent  to  which  you  operate  your  re- 
duction facilities. 

INTEGRATED  SET-UP  NECESSARY 

We  have  approached  this  entirely  from  the  standpoint  of  being 
local  interests  in  the  Pacific  Northwest.  We  have  two  reduction 
plants  out  there  besides  the  Tacoma  plant,  which  we  could  not  at 
this  time,  without  being  presumptuous,  include  in  our  proposal  any- 
way because  we  understood  the  Olin  Corp.  had  prior  consideration 
there. 

The  two  plants  have  a  capacity  of  360,000,000  pounds,  that  is,  at 
Troutdale  and  Spokane.  In  order  to  operate  those  plants  success- 
fully, you  must  have  a  controlled  source  of  supply  of  alumina  on  the 
one  hand,  and  then  on  the  other  hand  a  controlled  outlet  in  the  form 
of  prefabricating  facilities.  We  have  therefore  included  in  our  offer 
what  we  consider  to  be  the  minimum  of  reduction  and  prefabricating 
facilities  and  alumina  facilities  for  a  successful  operation. 

If  Troutdale  or  Spokane  is  leased  or  otherwise  disposed  of  to  other 
prospective  bidders,  then  the  Columbia  Metals  program  falls  entirely 
short  of  its  objective,  and  the  whole  situation  becomes  of  no  interest 
to  us. 
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Senator  O'Mahoney.  When  you  speak  of  a  controlled  outlet,  in 
what  sense  do  you  use  the  word  "controlled"  ?  ^  .    •    . 

Mr.  Gallagher.  I  mean  having  the  operations  of  your  pretabricat- 
ing  facilities  under  your  own  management ;  otherwise,  you  would  be 
dependent  upon  others  for  an  outlet  for  your  pig  aluminum. 

Mr  Chairman,  very  little  pig  aluminum  is  sold  as  such.  It  must 
be  fabricated  into  sheet,  rolled,  rod  and  bar,  and  so  forth,  m  order 
to  really  be  in  business.  On  the  other  hand,  you  must  have  the  alumina 
with  which  to  make  the  aluminum.  That  is  the  reason  that  we, 
although  we  are  local  interests,  have  ostensively  readied  down  into 
Arkansas  and  have  proposed  to  take  over  the  Hurricane  Creek  alumina 
plant  which  is,  of  course,  vital  in  any  integral  vertical  operation. 

Senator  O'Mahoney.  Then,  it  is  your  opinion  that  m  the  aluminum 
industry  it  is  necessary  to  have  such  an  integrated  set-up  if  it  is  to  be 
successfully  carried  on.  That  is  to  say,  you  must  have  your  supply 
of  alumina,  and  you  must  have  your  opportunity  to  turn  out  the 
sheets,  rods,  and  so  forth?  .     ,       ,,    ^ 

Mr.  Gallagher.  Exactly.  In  order  to  expect  to  be  able  to  com- 
pete successfully.  Going  even  further  than  that,  Mr.  Chairman,  you 
must  have  a  source  of  supply  of  bauxite.  Fortunately,  for  at  least  a 
temporary  period  of  time,  bauxite  can  be  made  available  trom  the 
EFC's  stock  pile  of  bauxite  in  Arkansas.  .    ,     .      ,    • 

Senator  O^Mahoney.  You  do  not  conceive  of  the  industry  being 
capable  of  being  equally  divided  into  alumina  production,  aluminum 
production,  and  fabrication  ? 

Mr.  Gallagher.  Not  with  resulting  efficiency. 

COLUMBIA  metals  CORP.  PROPOSAL 

This  is  our  proposal,  dated  October  10 : 

Mr.  Sam  H.  Husbands, 

Director,  Reconstruction  Finance  Corporation, 

'  Washington  25,  D.  C. 

DmE  Mb.  Husbands  :  This  will  acknowledge  and  thank  you  for  your  letter  of 
September  13, 1945,  in  which  you  advise  that  the  existing  leases  of  the  Aluminum 
Ci  of  ^erica  ha^e  been  canceled,  effective  October  31,  1945,  and  that  you  are 
^w  in  a  ^sUion  to  negotiate  for  the  disposition  of  the  Government-owned 

^^^n  ^view  ot^'these  circumstances  and  in  view  of  the  termination  of  the  war 
meanwhile,  we  would  like  to  modify  our  offer  submitted  under  date  of  May  10, 
1945. 

With  reference  to  that  offer,  as  was  stated  by  Mr.  Husbands  the 
other  day,  one  of  the  conditions  was  that  KFC  would  make  alumina 
available  to  us,  which  was  a  natural  condition  in  view  of  the  fact  we 
were  only  proposing  to  operate  the  two  reduction  plants  and  the  onlv 
source  of  alumina  being  Hurricane  Creek  under  the  management  of 
Alcoa  we,  naturally,  would  have  to  have  an  assured  supply  of  alumma. 
We  felt  that  under  the  circumstances,  Alcoa  being  a  lessee  of  the  Kt  O, 
that  such  arrangements  were  not  unreasonable  to  be  expected. 

Assuming  that  the  Reconstruction  Finance  Corporation,  as  a  matter  of  policy 
in  the  interest  of  national  defense  and  in  pursuance  of  recommendation  of  the 
Army  and  Navy  Munitions  Boards,  will  be  authorized  to  purchase  for  stock  pile 
certain  strategic  materials  including  aluminum  and  magnesium  and  that  access 
to  such  purchases  will  be  available  for  a  limited  period  of  time  ^^^  a^Pi;^Ji^\?f 
the  virgin  metal  produced,  Columbia  Metals  Corp..  hereinafter  called  Columbia 
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Metals,  hereby  offers  to  lease  the  Hurrican  Creek  alumina  plant,  Troutdale  and 
Mead  reduction  plants,  Trentwood  rolling  mill,  Phoenix  Extrusion  plant,  Newark 
(Ohio)  rolled,  rod  and  bar  plant,  and  the  Spokane  magnesium  plant,  all  owned 
by  the  Reconstruction  Finance  Corporation,  hereinafter  called  RFC,  upon  the 
following  conditions : 

As  I  have  said  before,  Mr.  Chairman,  we  have  concluded  that  that 
is  the  minimum  of  aluminum  facilities  now  owned  by  the  Government 
with  which  a  new  operator  can  hope  to  be  successful  in  a  vertical 
operation.  That  is  briefly  the  explanation  of  the  reason  for  our  hav- 
ing included  those  particular  facilities,  including  the  magnesium 
plant. 

As  you  no  doubt  know,  in  the  alloying  of  aluminum,  some  6  to  10 
percent  of  magnesium  is  required.  We  feel  that  we  can  fit  that  Spo- 
kane magnesium  plant  into  our  operation  very  nicely  with  some  modi- 
fications and  some  technological  changes  so  that  it  will  be  a  source 
of  supply  of  our  necessary  magnesium  alloy. 

ALUMINA -FROM-CLAY  PROCESS  PLANT  AT  SALEM,  OREG. 

Senator  O'Mahoney.  You  haven't  said  anything  about  the  experi- 
mental clay  plant  which  Columbia  operates  at  Salem,  Oreg.  ? 

Mr.  Gallagher.  I  mention  that  in  here,  Mr.  Chairman.  I  will  be 
glad  to  tell  you  what  the  status  of  that  is,  if  you  are  interested. 

Senator  O'Mahoney.  I  think  it  would  be  a  very  good  addition  to 
the  record. 

Mr.  Gallagher.  At  the  present  time  we  would  be  making  alumina 
there  had  we  been  able  to  obtain  the  necessarv  ammonium  sulfate, 
without  which,  of  course,  we  cannot  operate.  All  ammonium  sulfate 
has  been  allocated  for  fertilizer  requirements,  but  we  were  able,  with 
VJ-day  to  obtain  anhydrous  ammonia  and  sulfuric  acid,  and  we  are 
now  in  the  process  of  making  our  own  ammonium  sulfate,  which  will 
require  a  matter  of  60  to  90  days  to  make  enough  to  charge  the  system. 

We  are  also  giving  some  consideration,  at  the  suggestion  of  some  of 
our  agricultural  friends  out  there,  to  the  idea  of  operating  the  plant 
properly  for  the  production  of  ammonium  sulfate  and  for  the  pro- 
duction of  alumina,  in  order  to  relieve  the  rather  tight  situation  on 
fertilizer  in  that  particular  area. 

Senator  O'Mahoney.  If  the  system  is  supplied  with  this  ammonium 
sulfate,  will  you  then  be  able  to  produce  alumina  on  a  commercial 
basis? 

Mr.  Gallagher.  Oh,  yes,  and  by  slowing  up  the  production  of 
alumina,  we  can  make  ammonium  sulfate  simultaneously  with  making 
alumina. 

Senator  O'Mahoney.  Then,  by  this  process  with  which  you  have 
been  experimenting,  you  believe  it  is  possible  to  use  these  western  clays 
to  produce  alumina  in  competition  with  bauxite? 

Mr.  Gallagher.  Mr.  Chairman,  that  is  the  purpose  of  the  project, 
to  determine  the  feasibility  of  that.  Until  that  has  been  done,  we 
cannot  say  whether  or  not  that  process  will  prove  commercially 
feasible. 

Senator  O'Mahoney.  How  far  are  you  from  a  determination? 

Mr.  Gallagher.  I  would  say  probably  about  8  months  from  a  de- 
termination.    We  probably  will  begin  making  alumina  around  the 
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first  of  the  year,  and  6  months'  operation  will  be  required  to  work 
out  the  economics  of  the  operation. 

Senator  O'Mahoney.  What  is  the  clay  that  you  use  in  that 
operation  ? 

Mr.  Gallagher.  This  particular  clay  comes  from  Cowlitz  County 
in  southwestern  Washington.  It  is  a  plastic  clay,  not  exactly  a 
kaolin,  but  approximately  a  kaolin.  It  has  an  average  content  of 
AI2O3  of  around  35  to  37  percent,  and  with  from  4  to  7  percent  iron. 

Senator  O'Mahoney.  How  much  of  it  is  available  ? 

Mr.  Gallagher.  The  Bureau  of  Mines  explored  it,  blocked  it  out, 
and,  I  believe,  reported  something  in  the  neighborhood  of  13  to  15 
million  tons  definitely.  There  undoubtedly  is  a  substantial  additional 
quantity. 

Senator  O'Mahoney.  Is  there  any  reason  to  believe  that  there  are 
adequate  sources  of  alumina  clay  in  the  United  States  to  manufac- 
ture adequate  supplies  of  alumina  provided  that  these  experimental 
plants  show  that  it  is  commercially  possible  ? 

Mr.  Gallagher.  Yes,  Mr.  Chairman.  I  would  say  it  is  practically 
unlimited. 

Senator  O'Mahoney.  There  is  an  unlimited  supply  of  alumina 
clay  and  alumina  ores  ? 

Mr.  Gallagher.  Yes. 


CONDITIONS    OF    PROPOSAL 

The  conditions  are  as  follows : 

1.  Working  capital. — Columbia  Metals  will  provide  the  working  capital,  esti- 
mated at  $20,000,000,  details  for  providing  such  working  capital  to  be  subject 
to  the  approval  and  satisfaction  of  RFC  before  executing  lease.  A  portion  of 
the  working  capital  may  be  obtained  through  Government  loans, 

I  would  like  to  explain,  Mr.  Chairman,  that  we  have  no  expectation 
or  intention  of  using  any  Government  money  for  working  capital, 
but  we  included  that  sentence  in  that  paragraph  in  the  interest  of 
preserving  the  integrity  of  our  position  in  the  event  that  for  some 
reason  along  the  line  we  may  wish  to  do  business  with  the  KFC  or 
some  other  Government  agency. 

2.  Management. — Columbia  Metals  will  assume  entire  responsibility  for  man- 
agement, such  management  and  plan  of  operations  to  be  subject  to  the  approval 
and  satisfaction  of  RFC  before  executing  lease. 

3.  Term  of  lease. — The  term  of  lease  shall  be  for  a  period  of  5  years. 

cancei^lation  clause 

4.  Cancellation. — After  1  year  either  party  shall  have  the  right  to  cancel 
this  lease  upon  90  days'  written  notice.  In  the  event  of  cancellation  by  RFC, 
inventories  and  materials  in  process  shall  be  purchased  by  RFC  at  cost. 

That  is  a  very  important  provision,  Mr.  Chairman.  Ninety  days 
is  a  very  short  time,  but  we  can  comply  with  that  in  view  of  the  fact 
that  we  are  asking  RFC  to  take  our  inventories  and  materials  in 
process  off  our  hands  at  cost  in  the  event  of  cancellation  by  them, 
but  that  provision  will  have  to  be  very  carefully  drawn,  not  neces- 
sarily for  our  own  protection  or  for  the  protection  of  the  Government 
but  rather  for  the  effect  that  it  will  have  in  the  industry  in  its  ap- 
praisal of  our  likelihood  of  remaining  permanently  in  the  alumi- 
num industry. 
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Both  the  Government  and  ourselves  obviously  will  desire  to  be 
protected  with  respect  to  cancellation  privileges,  but  I  wish  to  point 
out  at  this  time  that  that  provision  will  have  to  be  surrounded  with 
certain  protective  provisions  so  as  not  to  give  the  industry  gener- 
ally— after  all,  we  are  just  perhaps  going  to  be  in  and  out 

Mr.  GoLDSCHMiDT  (iuterposiug) .  Isnx  that,  in  effect,  what  was 
done  by  Alcoa,  the  Government  and  Alcoa,  in  connection  with  the 
present  shut-down  of  the  plant? 

Mr.  Gallagher.  Yes. 

Mr.  GoLDSCHMiDT.  The  Government  took  the  inventory? 

Mr.  Gallagher.  Yes.  The  inventory  and  materials  in  process,  as 
a  matter  of  fact,  are  pretty  much  a  part  of  the  plant,  just  as  the  equip- 
ment is,  and  if  for  any  reason  the  RFC  sought  to  cancel  our  lease, 
undoubtedly  they  would  have  in  mind  substituting  another  operator 
who  would  naturally  be  interested  in  picking  up  the  operation  along 
with  the  inventory  and  materials  in  process,  anyway. 

CONTINUATION  OF  CONDITIONS  OF  PROPOSAL 

5.  Rental. — The  rental  shall  be  computed  upon  actual  production  of  products 
ready  for  shipment,  as  follows: 

Alumina per  ton__  $2. 00 

Pig  aluminum per  pound—      .  005 

Plate  and  sheet  aluminum do .  01 

Rolled,  rod  and  bar do .01 

Extrusions,  tube  blooms  and  tubing do .  015_ 

Pig  magnesium do .  0075 

Those  figures  have  been  adopted  by  predicating  the  estimated  re- 
turn to  the  Government  upon  a  reasonable  valuation  of  these  plants. 
For  instance,  in  the  case  of  the  Spokane  reduction  plant  with  capacity 
of  about  216,000,000  pounds  at  a  cost  of  $22,000,000,  we  estimated  that 
a  reasonable  value  of  that  plant  would  not  be  in  excess  of  $15,000,000. 
At  full  capacity,  216,000,000  pounds  at  one-half  cent  per  pound,  rental 
would  result  in  $1,080,000,  which  would  be  between  7  and  8  percent 
on  a  valuation  of  $15,000,000. 

The  same  theoretical  formula  was  applied  in  all  of  these  plants. 

On  Hurricane  Creek  alumina  plant,  we  assumed  an  arbitrary  value. 
$2  per  ton  would  return  a  reasonable  rental  for  the  Hurricane  Creek 
plant. 

Settlement  of  rentals  will  be  made  within  30  days  after  the  end  of  each  fiscal 
year  of  Columbia  Metals  or  upon  termination  of  the  lease,  provided  that  rentals 
shall  be  waived  to  the  extent  that  payment  thereof  would  result  in  an  operating 
loss  on  these  plants  to  Columbia  Metals  after  ordinary  maintenance,  taxes  other 
than  income  taxes,  insurance,  and  after  financial,  selling,  general,  and  adminis- 
trative expenses. 

In  other  words,  after  all  expenses,  the  theory  being  there  that  the 
Government  has  the  plants,  we  are  proposing  a  cash-in  and  cash-out 
basis.  No  cash  will  be  paid  unless  we  make  it.  If  we  make  the  rental, 
then  we  will  pay  it. 

By  the  same  token,  if  we  lose  money,  we  are  not  asking  the  Govern- 
ment to  make  up  any  of  our  losses. 

6.  Bauxite. — ^RFC  shall  make  available  from  its  Arkansas  stock  pile  a  supply 
of  bauxite  for  the  operation  of  the  Hurricane  Creek  alumina  plant  at  a  price 
comparable  with  Dutch  Guiana  bauxite  delivered  at  Mobile,  Ala.,  with  proper 
adjustments  for  excess  silica  and  low  alumina  content. 


7.  Alumina. — Columbia  Metals  will  agree  to  manage  alone,  or  to  join  with 
another  or  other  lessees  in  the  management  of  the  Hurricane  Creek  alumina 
plant,  alumina  to  be  billed  to  Government-owned  reduction-plant  lessees  at  cost 
plus  5  percent. 

8.  Power. — Columbia  Metals  will  negotiate  for  and  purchase  power. 

There  has  been  a  great  deal  said,  Mr.  Chairman,  about  the  power 
problem,  and  it  is  a  very  important  problem.  We  have  appraised 
that  situation,  and  we  believe  that  we  will  be  able  to  negotiate  satis- 
factory power  contracts  with  the  Bonneville  Power  Administration. 

In  any  event,  the  acceptance  of  our  proposal  or  our  offer  is  not  in 
any  way  contingent  upon  the  RFC  or  anyone  other  than  ourselves 
making  our  own  power  arrangements. 

9.  Reopening,  relocating,  altering,  and  improving  plants. — RFC  will  agree  to 
pay  the  costs  of  reopening,  relocating,  altering,  land  improving  plant  facilities. 
RFC  will  also  agree  to  make  certain  relocations,  alterations,  improvements,  and 
betterments  as  recommended  by  Columbia  Metals  from  time  to  time  and  as 
mutually  agreed  upon. 

10.  Purchase  of  pig  aluminum  and  magnesmm. — RFC  will  agree  to  purchase, 
at  a  price  to  be  mutually  agreed  upon,  but  in  no  event  higher  than  the  present 
market  price,  pig  aluminum  and  magnesium  to  the  extent  of  the  difference  be- 
tween actual  production  and  commercial  sales. 

That  is  a  very  controversial  point.  It  cannot  be  considered  without 
considering  the  whole  offer,  so  I  would  like  to  come  back  to  that,  Mr. 
Chairman,  after  I  have  finished. 

Senator  O'Mahoney.  What  would  be  the  measure  of  production  ? 

Mr.  Gallagher.  I  am  coming  to  that  in  the  next  paragraph. 

11.  Rate  of  operation. — It  shall  be  agreed  that  reduction  plants  will  be  oper- 
ated at  a  minimum  rate  of  50  percent  of  capacity  within  6  months  after  taking 
possession  under  the  lease.  Reduction  plants  may  operate  in  excess  of  50  percent 
of  capacity,  provided  Columbia  Metals  sells  commercially  not  less  than  50  per- 
cent of  actual  production.  Hurricane  Creek  will  be  operated  at  a  rate  necessary 
to  supply  these  and  other  Government-owned  reduction  plants  plus  any  com- 
mercial sales  that  may  be  developed.  Prefabricating  plants  will  operate  at  a 
rate  necessary  to  meet  commercial  sales  requirements  but,  in  any  event,  Colum- 
bia Metals  will  agree  to  have  them  operating  at  not  less  than  50  percent  of  capacity 
within  12  months  after  taking  possession. 

12.  Equalization  of  transportation  charges. — During  the  life  of  this  lease  or 
until  such  time  as  the  Phoenix  plant  has  been  economically  relocated,  RFC  will 
allow  as  a  deduction  from  total  rentals  payable,  the  cost  of  equalizing  with  com- 
petitive shipping  points  the  transportation  charges  on  shipments  from  Phoenix. 

13.  Option  to  purchase  plants  and  facilities. — Columbia  Metals  shall  have  an 
option  to  purchase  any  or  all  of  the  aforementioned  plants  (including  an  alumina 
plant  if  established  in  the  Pacific  Northwest  and  the  Salem  alumina-from-clay 
plant  now  being  completed),  at  any  time  prior  to  6  months  before  the  expiration 
of  this  lease  agreement.  The  price  to  be  paid  for  the  plants  shall  be  determined 
by  a  board  of  seven  appraisers,  three  to  be  chosen  by  RFC,  three  by  Columbia 
Metals,  and  those  six  shall  choose  the  seventh.  The  average  of  prices  prevailing, 
with  labor  figured  at  straight  time,  from  1920  to  1939,  inclusive,  shall  be  used. 
Values  shall  be  weighted  with  factors  representing  (o)  the  best  known  record  of 
operating  eflSciency  up  to  the  present  time,  (&)  the  degree  of  obsolescence  and 
actual  depreciation  rather  than  calculated  depreciation,  (c)  the  difference  be- 
tween uneconomically  located  and  economically  located  plants.  Replacement 
cost  shall  be  determined  as  of  the  date  of  completion  or  of  beginning  of  initial 
operations  (whichever  date  was  the  earlier)  of  each  plant,  and  depreciation  at 
an  accelerated  rate  to  be  determinel  by  the  board  of  appraisers  from  such  date 
to  the  date  Columbia  Metals  takes  possession  under  this  lease  and  two-thirds 
percent  per  month  from  the  latter  date  to  the  date  Columbia  Metals  takes  title, 
shall  be  deducted.  Interest  at  the  rate  of  2  percent  per  annum  on  the  total  pur- 
chase price  shall  accrue  from  the  date  of  taking  title. 

In  the  event  Columbia  Metals  elects  to  exercise  this  option  to  purchase,  Colum- 
bia Metals  will  so  notify  RFC,  depositing  at  the  same  time  in  escrow  $5,000,000,. 
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whereupon  appraisers'- shall  be  selected  and  the  appraisal  ordered  to  proceed. 
Upon  completion  of  appraisal  and  delivery  of  good  and  sufficient  titles,  escrow 
agent  will  pay  over  to  RFC  the  said  $5,000,000,  which  will  be  applied  upon  the 
purchase  price.  Thereafter,  within  120  days  after  the  end  of  each  fiscal  year  of 
Columbia  Metals,  Columbia  Metals  will  pay  one-third  of  its  previous  year's  net 
profits,  after  provision  for  all  Federal  and  State  taxes,  or  $l,000,aiO,  whichever 
is  the  greater,  upon  the  remainder  of  the  purchase  price,  to  be  applied  first  to 
interest  and  the  balance  to  principal.  Standard  ^accounting  practices  shall  be 
used  when  computing  net  profits,  and  depreciation  at  the  average  rate  of  two- 
thirds  of  1  percent  per  month  on  all  plants  and  equipment  shall  be  allowed. 

14.  Other  Government-owned  facilities. — The  leasing  of  any  plants  pursuant 
to  this  offer  shall  not  prejudice  the  right  of  Columbia  Metals  at  any  future  time 
to  lease  additional  Government-owned  aluminum  facilities,  including,  but  not 
limited  to,  those  located  at  Cannonsburg,  Pa.,  Newcastle,  Pa.,  Monroe,  Mich., 
Cressona,  Pa.,  Chicago,  111.,  Jones  Mills,  Ark.,  Tacoma,  Wash.,  Riverside  and 
Los  Angeles,  Calif.,  Massena  and  Maspeth,  N.  Y.,  Burlington,  N.  J.,  and  Baton 
Rouge,  La. 

I  might  say,  in  reference  to  that  last  paragraph,  that  there  are  cer- 
tain other  facilities,  forging  and  rolling  facilities,  that  may  logically 
be  included  at  this  time,  but  we  would  prefer  to  have  an  opportunity 
to  appraise  that  situation  before  we  make  any  definite  proposal. 

Senator  O'Mahoney.  This  letter  to  Mr.  Husbands  is  dated  Octo- 
ber 10.     When  was  it  delivered  to  him  ? 

Mr.  Gallagher.  Not  until  Monday,  the  15th.  It  had  to  go  to  Seat- 
tle, Mr.  Chairman,  for  the  approval  of  my  people  before  filing,  and 
the  approval  was  delayed  a  day  or  two  longer  than  I  had  anticipated. 

Senator  O'Mahoney.  So  it  is  now  before  the  RFC  ? 

Mr.  Gallagher.  Yes. 

Senator  O'Mahoney.  Are  there  any  questions  ? 

Is  there  anything  more  you  desire  to  say  ? 

COMMERCIAL  OUTLET  MUST  BE  DEVELOPED 

Mr.  Gallagher.  Yes,  Mr.  Chairman ;  I  would  like  to  clear  up  this 
matter  about  the  purchasing  of  metal.  We  do  not  propose  to  sell 
any  metal  to  the  Government  at  a  profit.  Any  metal  that  we  would 
sell  would  be  sold  without  profit  to  ourselves.  We  are  agreeing  to 
get  these  plants  into  operation  at  a  rate  of  not  less  than  50  percent 
of  capacity  within  6  months,  and  they  will  not  operate  in  excess  of 
50  percent  of  capacity  unless  we  sell  at  cost  50  percent  of  the  produc- 
tion commercially. 

There  is  no  way  in  which  the  Columbia  Metals  Corp.  can  make  any 
money  out  of  this  operation  unless  it  develops  its  own  commercial 
outlet.  We  would  be  under  a  constant  incentive  to  avoid  selling  any 
metal  to  the  Government. 

At  the  same  time,  I  do  not  believe  that  the  Government  will  be  able 
to  interest  anyone,  other  than  perhaps  Alcoa,  in  purchasing  these 
facilities  or  leasing  them,  unless  some  provision  is  made  for  the  pur- 
chase of  the  product. 

Furthermore,  we  are  proposing  a  1-year  trial  here.  After  1  year, 
either  party — the  RFC  or  ourselves-^an  cancel  this  arrangement 
upon  90  days'  notice.  Certainly  if  we  have  not  developed  a  substan- 
tial volume  of  commercial  business  by  the  end  of  1  year,  both  the  RFC 
and  ourselves  will  want  to  cancel  this  lease,  and  we  probably  will  have 
to  take  a  substantial  loss.  Of  course,  we  don't  intend  that  any  such 
circumstances  will  develop.    We  don't  intend  to  lose  any  substantial 


amount  of  money.  We  are  going  to  be  prepared  to  lose  it,  but  we  don't 
expect  to  lose  it. 

At  the  same  time,  we  don't  expect  to  make  any  money  out  of  the 
business  that  we  do  with  the  Government. 

Senator  O'Mahoney.  How  long  has  this  offer  been  in  preparation  ? 

Mr.  Gallagher.  This  particular  offer  we  began  preparing  imme- 
diately after  VJ-day.  • 

Senator  O'Mahoney.  It  was  made,  I  assume,  upon  the  basis  of  your 
engineering  experience  and  your  industrial  experience? 

Mr.  Gallagher.  Yes.  We  have  been  studying  this  situation,  Mr. 
Chairman,  for  more  than  4  years,  and  have  been  anticipating  the 
very  situation  that  we  find  ourselves  in  today. 

Up  until  recently  there  was  no  one  evidencing  any  interest  in  taking 
over  these  plants  in  the  Pacific  Northwest  other  than  ourselves,  that 
we  had  heard  of.  We  formed  Columbia  Metals  Corp.  for  the  sole 
purpose  of  developing  and  establishing  an  integrated  aluminum  in- 
dustry centering  in  the  Pacific  Northwest. 

Senator  O'Mahoney.  Have  you  computed  the  cost  to  the  Govern- 
ment of  the  plants  which  are  embraced  in  this  offer? 

Mr.  Gallagher.  Yes,  sir.    Their  original  cost  is  $201,000,000. 

Senator  O'Mahoney.  Do  I  understand  that  the  compensation  to 
the  Government  which  you  propose  in  this  offer  is  to  be  found  in  the 
paragraph  dealing  with  rentals? 

Mr.  Gallagher.  Yes;  paragraph  5. 

Senator  O'Mahoney.  You  also,  however,  require  the  Government, 
through  the  RFC  to  purchase  pig  aluminum  and  magnesium  in  such 
amount  as  to  make  up  the  difference  between  your  actual  production 
and  the  commercial  sales? 

Mr.  Gallagher.  Yes. 

rate  of  operation 

Senator  O'Mahoney.  Let  me  ask  you  again.  What  would  be  the 
measure  of  production,  and  who  would  determine  that  measure  of 
production  ?        ' 

Mr.  Gallagher.  The  minimum  of  production  as  we  propose  would 

be  50  percent. 

Senator  O'Mahoney.  You  agree  to  operate  at  not  less  than  50  per- 
cent of  capacity  ? 

Mr.  Gallagher.  Yes. 

Senator  O'Mahoney.  But  who  controls  how  much  of  the  capacity 
you  shall  use,  you  or  the  Government  ? 

Mr.  Gallagher.  Well,  we,  by  agreement ;  the  RFC  and  ourselves, 
agree  that  those  plants  will,  within  6  months,  be  operating  at  not  less 
than  50  percent  of  capacity.  We  don't  think  they  can  operate  ef- 
ficiently at  any  less  than  50  percent. 

Senator  O'Mahoney.  I  understand  that,  but  if  you  should  not  de- 
velop commercial  sales  to  take  up  the  capacity  production,  or  the  per- 
centage of  capacity  production  in  which  you  are  engaged,  the  RFC 
would  be  obliged  under  this  proposal  to  take  that  difference,  would 
it  not  ? 

Mr.  Gallagher.  Exactly. 

Senator  O'Mahoney.  Therefore,  it  would  be  within  your  power, 
by  your  determination  as  to  how  much  you  would  produce,  to  decide 
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how  much  the  RFC  would  have  to  pay  above  the  commercial  sales? 

Mr.  Gallagher.  I  am  not  sure  I  follow  you,  Mr.  Chairman. 

Senator  O'Mahoney.  If  you  can  determine  how  much  you  will 
produce. 

Mr.  Gallagher.  Yes ;  at  50  percent  of  capacity  of  those  two  plant s^ 
the  figure  of  aluminum  is  180,000,000  pounds  per  year. 

Senator  O'Mahoney.  That  is  your  minimum  ? 

Mr.  Gallagher.  That  is  the  minimum ;  yes. 

Senator  O'Mahoney.  But  you  could  produce  at  100  percent  ? 

Mr.  Gallagher.  Yes ;  but  if  we  go  above  50  percent,  we  will  have  to 
sell  half  of  our  total  production.  In  other  words,  if  we  go  up  to  75 
percent,  we  can  only  do  that  in  the  event  that  we  sell  371^  percent 
commercially. 

Senator  O'Mahoney.  That  is  what  I  wanted  to  develop. 

Mr.  Gallagher.  We  would  have  to  sell  commercially  37.5  percent. 

Senator  O'Mahoney.  So  that  the  amount  which  the  Government 
would  have  to  expend  in  the  purchase  of  aluminum  from  you  is  gov- 
erned in  this  contract? 

Mr.  Gallagher.  Exactly. 

estimates  cost  to  government  of  keeping  plants  IDLE 

I  would  like  to  point  out,  Mr.  Chairman,  that  as  to  this  so-called 
subsidy,  I  do  not  think  it  is  a  subsidy.  I  think  I  can  successfully  argue 
and  debate  that  even  with  our  good  friend,  Senator  WHierry. 

It  strikes  me  as  being  just  simple,  good  business  on  the  part  of 
RFC  to  make  such  an  arrangement.  They  have  some  $700,000,000  in 
these  facilities.  It  is  costing  them  somewhere  between  $75,000,000 
and  $100,000,000  a  year  to  do  nothing  with  them,  or  at  the  rate  of 
$250,000  or  $300,000  a  day.  Every  day  those  plants  are  idle,  it  is 
costing  the  Government  around  $250,000  or  $300,000. 

I  do  not  anticipate  that  the  Government  will  be  called  upon  to  pur- 
chase very  much  of  our  production,  but  assuming  that  it  had  to  pur- 
chase a  half  of  our  production,  which  would  be  90,000,000  pounds  for 
the  first  year  at  an  average  cost  of  12  cents  per  pound — that  is  approxi- 
mately $10,000,000. 

Senator  O'Mahoney.  What  is  the  source  of  your  testimony  here  on 
the  cost  to  th^  Government  ? 

You  have  just  made  a  statement  as  to  how  much  it  is  costing  the  RFC 
to  hold  the  plants. 

Mr.  Gallagher.  That  is  just  a  very  rough  estimate,  Mr.  Chairman. 
If  the  Government  has  $700,000,000  in  plant  and  you  are  going  to  say 
that  there  is  a  reasonable  allowance  of  10  percent  for  depreciation  and 
interest  on  investment,  you  have  $70,000,000  right  there.  There  are 
certain  additional  charges  of  maintenance,  guarding,  and  so  forth, 
which  are  very  difficult  for  anyone  to  estimate,  but  I  should  think  it 
would  be  substantial. 

Senator  O'Mahoney.  That  is  your  estimate  ? 

Mr.  Gallagher.  Yes. 

Senator  O'Mahoney.  It  is  not  an  official  estimate? 

Mr.  Gallagher.  It  is  entirely  my  own  estimate,  yes. 

If  the  Government,  by  spending  10  or  15  cents  on  the  dollar  of  what 
it  has  invested  in  these  plants  can  thereby  rehabilitate  those  plants. 


and  put  them  in  condition  so  there  is  no  outgo  in  connection  with  them, 
no  expense,  but  to  the  contrary  an  income,  it  seems  to  me  that  is  ]ust 
simple  good  business,  and  it  strikes  me  that  there  should  not  be  any 
special  authority  under  the  RFC  statute  to  permit  it  to  do  that,  the 
RFC  being  a  tremendous  banking  and  business  concern,  a  tremendous 
landlord.  As  such,  it  is  part  of  their  operations  to  maintain  their 
properties  and  to  get  the  maximum  return  from  those  properties. 

I  believe  that  is  the  extent  of  what  I  have  to  offer,  Mr.  Chairman. 

Senator  McClellan.  Mr.  Chairman,  I  got  in  late  and  did  not  hear 
all  that  the  proposal  covered.  Someone  has  suggested  to  me  that  Jones 
Mills  was  not  included  in  your  proposal;  is  that  correct? 

Mr.  Gallagher.  That  is  true.  Senator  McClellan,  and  it  is  not 
necessarily  because  we  are  not  interested  in  Jones  Mills. 

Senator  McClellan.  I  just  want  for  my  own  information  at  the 
moment  to  verify  the  fact  that  you  are  making  no  proposal  involving 
Jones  Mills,  but  your  proposal  does  involve  Hurricane  Creek? 

Mr.  Gallagher.  That  is  right,  and  we  will  be  glad  to  include  Jones 
Mills  if  it  is  not  otherwise  disposed  of.  We  had  understood  that  others 
were  interested  in  Jones  Mills,  and  being  a  Pacific  Northwest  group, 
and  predicating  our  whole  program  on  local  interests,  local  capital, 
and  so  forth,  we  felt  we  would  be  stepping  a  bit  out  of  character  to 
reach  way  down  into  Arkansas  to  take  a  reduction  plant. 

Senator  McClellan.  The  Jones  Mills  operations  would  be  able 
to  j^et  its  supply  of  alumina  from  you  ? 
'      Mr.  Gallagher.  Of  course,  in  this  proposal,  we  propose  to  take 
over  the  Hurricane  Creek  plant  and  agree  to  supply  operators  of  other 
Government-owned  reduction  plants  at  cost  plus  5  percent. 

Senator  O'Mahoney.  Are  there  any  other  questions  to  be  addressed 
to  Mr.  Gallagher  ?  •  ^ 

Mr.  Har\tey.  May  I  ask  one  question,  sir? 

Senator  O'Mahoney.  Mr.  Harvey. 

Mr.  Harvey.  What  was  the  offer  you  made  on  the  bar?  You  made 
some  offer  on  bar  stock,  to  pay  so  many  cents? 

Mr.  Gallagher.  You  mean  the  rental  ? 

Mr.  Har\^y.  Yes. 

Mr.  Gallagher.  One  cent. 

cost  of  PRODUCING  A  POUND  OF  INGOT  IN  NORTHWEST 

Mr.  Troy.  Have  you  calculated  the  cost  of  producing  a  pound  of 
ingot  in  the  Northwest?  Have  you  reached  a  conclusion  as  to  what 
that  cost  will  be  ? 

Mr.  Gallagher.  Yes,  sir ;  definitely. 

Mr.  Troy.  Is  that  divulgable  ? 

Mr.  Gallagher.  Well,  it  is  contingent  upon  several  things. 

We  have,  of  course,  the  actual  operating  figures  as  supplied  by 
Alcoa.  The  Spokane  cost  is  11.35  before  depreciation  and  transpor- 
tation charges,  and  Troutdale  is  11.57.  Included  in  that  price,  how- 
ever, is  alumina,  at  about  51/2  cents  per  pound.  We  would  hope  to 
reduce  that  price  by  about  II/2  to  2  cents  a  pound. 

Mr.  Troy.  In  other  words,  these  are  calculated  on  records  as  they 
exist  in  the  Alcoa  operations  ? 

Mr.  Gallagher.  Yes.  , 
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Mr.  GoLDSCHMiDT.  Was  there  any  arrangement  for  forgiveness  of 
freight  charges  in  your  offer  ? 

Mr.  Gallagher.  In  connection  only  with  the  Phoenix  plant  tempo- 
rarily. 

Mr.  Andebson.  Was  it  contemplated  that  you  would  move  the  Phoe- 
nix property  once  you  determine  a  more  suitable  location  ? 

Mr.  Gallagher.  We  feel  at  least  a  portion  of  that  plant  will  have 
to  be  moved,  perhaps  part  of  it  to  the  Los  Angeles  area  and  part  to 
the  Pacific  Northwest.  There  are  no  extrusion  facilities  available  to 
the  East  right  now,  unless  we  make  use  of  the  Cressona  facilities, 
which  we  might,  and  install  them  perhaps  at  the  Newark,  Ohio,  rod 
and  bar  plant. 

Mr.  GoLDSCHMiDT.  I  hopc  your  moving  from  Phoenix  has  nothing 
to  do  with  power,  because  there  is  quite  a  power  program  contem- 
plated in  that  area. 

Mr.  Gallagher.  That  would  be  a  matter  of  economics,  but  I  doubt 
if  the  full  capacity  of  tliat  plant  can  be  used  at  Phoenix. 

Senator  O'Mahoney.  Very  well,  Mr.  Gallagher.  The  committee 
is  very  much  indebted  to  you,  sir. 

Mr.  Gallagher.  Thank  you.  Senator.  I  appreciate  very  much  this 
opportunity. 

Senator  O'Mahoney.  Senator  McFarland. 

Senator  McFarland.  Senator  Hayden  made  a  statement,  I  believe, 
earlier  in  the  hearings  while  I  was  in  Arizona  and  introduced  the  reso- 
lutions of  the  civic  bodies  and  the  city  and  town  councils,  as  well  as 
the  union  formerly  connected  with  the  operation  of  the  aluminum 
plant  at  Phoenix.  These  resolutions  expressed  the  opinions  and  wishes 
of  the  people  in  that  locality. 

ASKS  THAT  BIDS  ON  PHOENIX  ALUMINUM  PLANT  BE  LIMITED  TO  COMPANIES 

WHICH  WILL  OPERATE  IN  THAT  LOCALITY 

While  I  was  there  just  last  week,  I  found  that  the  people  were  very 
much  concerned  about  the  operation  of  this  plant  at  Phoenix  and 
were  very  much  desirous  that  the  bids  on  this  plant  be  limited  to 
people  who  were  willing  to  operate  the  plant  there  at  Phoenix. 

The  plant,  to  a  large  extent,  was  manned  by  people  of  Maricopa 
County  who  were  trained  in  the  local  vocational  schools  for  em- 
ployment at  the  plant.  This  same  area  is  now  facing  the  return  of 
many  tens  of  thousands  of  veterans  w^ho  will  need  employment. 

I  believe  that  if  we  prevent  bidding  by  companies  who  can  operate 
this  plant  in  Phoenix,  it  will  result  in  the  possibility  of  the  machinery 
being  removed  from  the  plant  and  used  for  some  purpose  that  will 
bring  the  Government  far  less  return. 

I  urgently  request  you  to  give  the  matter  serious  attention  toward 
the  end  that  the  plant  will  be  disposed  of  in  such  manner  that  it  will 
give  reemployment  to  former  employees  and  opportunity  for  employ- 
ment to  the  many  thousands  who  will  seek  employment  in  that  area. 

So  far,  statistics  indicate  that  there  will  be  about  three  times  as 
many  veterans  returned  to  that  area  as  entered  the  service  from  that 
area.    Congress  must  provide  something  for  these  returning  veterans, 


and  it  is  very  important  that  this  plant  continue  to  be  operated  in 

that  locality.  .  ,.,    ,     ,-    -^  j 

I  join  with  Senator  Hayden  in  urging  that  the  bids  be  limited  so 
that  it  will  be  operated  in  that  locality.  These  people,  according  to 
these  resolutions,  feel  that  the  Aluminum  Co.  of  America  should  be 
allowed  to  bid  upon  this  plant.  They  feel  that  they  are  qualified  and 
are  financially  able  to  operate  the  plant,  and  they  would  like  them  to 
be  permitted  to  bid  along  with  the  companies  who  are  willing  to  op- 
erate the  plant  there  at  Phoenix. 

I  believe  that  Senator  Hayden  has  pretty  well  covered  the  held, 
and  I  will  not  reiterate  what  he  has  already  said,  but  we  are  very 
anxious  and  feel  that  it  is  very  important  that  this  plant  be  operated 
at  Phoenix  and  not  move  out  to  some  other  locality. 

Senator  O'Mahoney.  Thank  you,  Senator. 

The  chairman  of  the  Committee  on  Military  Affairs  is  m  receipt 
of  a  letter  from  the  Standard  Bauxite  &  Chemical  Co.,  written  on  the 
letterhead  of  the  Arkansas  Stripping  Co.  This  has  also  been  received 
by  Senator  Murray,  chairman  of  the  Small  Business  Committee. 

Inasmuch  as  it  deals  with  this  subject,  it  will  be  inserted  in  the  rec- 
ord at  this  point. 

(The  letter  and  enclosure  follow :) 

Abkansas  Bauxite  Stripping  Co., 

Little  Bock,  Ark.,  October  15, 1945. 

Senator  Elbeet  D.  Thomas, 

Chairtnan,  Military  Affairs  Committee, 

Washinffton,  D.  C. 

Dear  Sib:  As  press  reports  disclose  that  politicians  highly  placed  in  our  State 
are  furthering  the  program  of  the  Aluminum  Co.  of  America  we  believe  your 
committee  will  be  interested  in  the  position  of  the  Arkansas  owners  of  bauxite. 
Copy  of  a  letter  to  Mr.  Symington  on  this  subject  is  enclosed. 

The  owners  of  6,000,000  tons  of  metal-grade  bauxite,  we  are  unable  to  sell  our 
ore,  and  we  see  no  market  in  the  future  if  monopoly  control  is  continued. 

Arkansas  has  more  than  15,000,000  tons  of  drilled  and  proven  deposits  of 
independently-owned  metal-grade  bauxite,  and  those  who  know  the  field  believe 
that  further  exploration  will  locate  many  more  large  deposits. 

Independent  operation  of  the  Hurricane  Creek  plant  will  insure  a  supply  of 
low-cost  alumina  for  Pacific  coast  reduction  plants  as  well  as  for  Jones  Mill. 
Our  proven  deposits  of  independent  bauxite,  with  the  Government-owned  stock 
piles  and  tailings  storage,  are  ample  to  operate  this  plant  at  almost  full  capacity, 
and  give  the  country  a  supply  of  low-cost  alumina,  for  15  or  20  years. 

To  maintain  a  vigorous  light-metal  industry  the  300  aluminum  fabricating 
plants  in  the  Mississippi  Valley  and  the  Middle  States  must  have  a  free  and  open 
market  in  which  to  buy  aluminum.  Jones  Mill  ingot  can  be  made  and  delivered 
to  them  below  the  delivered  cost  of  Alcoa  ingot.  The  Jones  Mill  capacity  should 
be  enlarged  to  meet  the  full  requirements  of  this  market. 

We  believe  the  administration's  program  will  insure  permanent  operation  of 
the  Government-owned  facilities  and  reduce  the  price  and  increase  the  use  of 
aluminum.  We  endorse  the  plans  of  the  Attorney  General  and  the  Surplus 
Property  Administrator  to  sell  or  lease  the  plants  to  operators  who  will  provide 
competition  in  the  bauxite  and  aluminum  industry  and  we  desire  to  cooperate 
with  them  to  this  end. 
Very  respectfully, 

Standard  Bauxite  &  Chemical  Co..  Benton,  by  Dan  Hudspeth; 
Reichardt  estate,  Little  Rock;  Arkansas  Bauxite  Stripping  Co., 
Little  Rock ;  Victory  Bauxite  Co.,  Little  Rock ;  Cleveland  &  Evans, 
Little  Rock ;  V.  L.  Tindall  and  Earl  W.  Moorehead,  Little  Rock ; 
W.  J.  Herring,  Little  Rock;  Joe  Hardin,  Grady,  Ark.;  Grady 
Vaughn,  Dallas,  Tex. ;  Ed  Hurley,  Shreveport,  La. 
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Benton,  Ark.,  October  5,  1943. 
Hon.  W.  Stuart  Symington, 
Surplus  Property  Director, 

Washington,  D.  C. 

Dear  Sib  :  Referring  to  enclosed  press  reports  of  your  meeting  with  Senators 
McClellan  and  Fulbright,  Mr.  Phil  Dulin  and  his  sister,  Mrs.  Dixon,  and  Mr.  H.  F. 
McMahan,  and  their  appeal  for  continued  control  of  the  bauxite  and  aluminum 
industry  by  the  Aluminum  Co.  of  America,  it  should  be  recorded  that  Dulin  and 
McMahan  are  representing  themselves  and  not  the  owners  of  other  Arkansas 
bauxite. 

These  men  are  operators  of  three  small-shaft  mines.  Last  year,  with  three 
other  shaft  operators,  they  adopted  the  title  of  "Independent  Bauxite  Operators 
Association"  to  assist  them  in  getting  Congress  to  authorize  the  purchase  by 
the  Metals  Reserve  Company  to  buy  additional  bauxite  which  they  feared  would 
be  lost  if  their  shafts  were  abandoned.  This  objective  was  attained,  and 
Dulin,  Dixon,  and  McMahan  now  have  unfilled  contracts  exceeding  their  ability 
to  deliver  ore.  Recently  other  owners  of  bauxite  were  invited  to  .ioin  their 
"association."  When  it  developed  that  Dulin  and  McMahan  had  adopted  the 
views  of  Alcoa  they  lost  the  support  of  the  new  members  who  own  more  than 
6,000,000  tons  of  metal-grade  bauxite. 

We  ask  to  be  placed  on  record  as  believing  that  the  Attorney  General's  plans 
are  feasible  and  practical,  and  we  endorse  the  administration's  efforts  to  destroy 
monopoly  control  of  bauxite  and  aluminum. 

Recent  activities  have  no  doubt  made  it  clear  to  you  that  Alcoa's  control  in 
Arkansas  does  not  stop  with  bauxite  but  covers  our  political  field,  our  State 
agencies,  and  our  State  press. 

We  are  prepared  to  contract  to  supply  the  bauxite  requirements  of  the  Hurri- 
cane Creek  alumina  plant  and  to  cooperate  in  any  way  desired  in  the  Govern- 
ment's program. 

Very  respectfully, 

Standard  Bauxite  &  Chemical  Co., 
By  Dan  Hudspeth. 

Mr.  BoRCHARDT.  Senator,  may  I  ask  you  whether  you  know  why 
that  plant  was  shut  down  in  Phoenix  ? 

Senator  McFarland.  I  am  not  so  much  informed  as  to  the  details. 
I  presume  that  it  was  shut  down  because  of  the  end  of  the  war,  and 
probably  the  Government  did  not  need  the  same  amount  of  supplies 
that  they  needed  previously. 

Mr.  BoRCHARDT.  I  was  just  wondering  whether  that  was  part  of  the 
lease  cancellation  of  the  RFC. 

Maybe  Mr.  Wilson  can  answer  that  question. 

Mr.  Wilson.  May  I  have  the  question,  please  ? 

Mr.  BoRCHARDT.  I  wouder  whether  the  closing  down  of  the  plant 
in  Phoenix,  Ariz.,  was  the  result  of  a  lease  cancellation  on  the  part  of 
the  RFC  or  was  it  due  to  other  reasons  ? 

Mr.  Wilson.  The  closing  down  was  primarily  occasioned  by  the 
cancellation  of  orders  on  which  the  plant  theretofore  had  been  oper- 
ating. 

Mr.  BoRCHARDT.  In  other  words,  this  was  not  one  of  the  instances 
where  it  was  due  to  a  cancellation  of  a  lease  between  RFC  and  Alcoa 
which  we  discussed  yesterday  ? 

Mr.  Wilson.  No;  that  was  not  the  cause,  but  the  lease  has  been 
canceled. 

Senator  O'Mahonet.  Mr.  Ely. 


STATEMENT  OF  NORTHCUTT  ELY,  SPECIAL  COUNSEL,  DEPARTMENT 
OF  WATER  AND  POWER,  CITY  OF  LOS  ANGELES,  CALIF. 

Mr.  Ely.  My  name  is  Northcutt  Ely,  special  counsel,  department 
of  water  and  power,  city  of  Los  Angeles,  Calif.  . 

Mr.  Scattergood  will  make  the  presentation  for  the  department  m 
reffular  order,  but  I  do  ask  the  chairman's  indulgence  to  correct  one 
fimire  used  by  an  earlier  witness,  because  it  may  be  important. 

The  statement  has  been  made  here  that  18  percent  of  the  Boulder 
Canyon  proiect  is  allocated  to  flood  control  and  wrij:ten  off  in  com- 
parison with  a  very  much  larger  write-off  at  some  other  pro]ects 
That  is  ill  error.  No  part  of  the  cost  of  the  Boulder  Canyon  project 
is  written.^  consequence  of  any  factor.  As  a  matter  of  fact,  the  books 
of  the  Reclamation  Bureau,  I  am  advised,  show,  as  ot  May  31,  1J45, 
a  total  investment,  exclusive  of  interest,  during  construction  ot  ap- 
proximately $142,000,000  and  every  penny  of  that  is  required  under 
the  Boulder  Canyon  Project  Adjustment  Act  to  be  repaid  withm  a 

^  Twent^y-five  million  dollars  will,  in  fact,  be  allocated  to  flood  control 
but  must  be  repaid  after  the  balance  of  the  investment  is  retired,  and 
that  $25,000,000  is  at  once  and  simultaneously  and  automatically  re- 
placed by  the  addition  of  a  new  $25,000,000  factor  representing  pay- 
ment in  the  Colorado  River  Development  Fund.  .  , ,    ,     • 

Over  and  above  that,  the  project  rates  are  required  to  yield,  during 
the  5-year  period,  $30,000,000  over  and  above  the  amortization^re- 
quirements  for  payment  to  Arizona  and  Nevada  in  lieu  of  ^^«k».  \y^^  - 

The  interest  rate  on  that  project  is  3  percent  as  compared  with  21/2 
percent  on  the  Bonneville  project  referred  to  earlier.  Also,  all  of  the 
operation  and  maintenance  expenses  of  the  Boulder  Canyon  project, 
that  is,  of  the  dam  and  power  plant,  are  borne  by  power,  and  no  part  of 
those  expenses  is  allocable  to  navigation,  irrigation,  or  flood  control  as 
is  done  on  some  other  projects.  ,      •    .  ^. . 

The  current  rate  at  Boulder  Dam,  for  the  water  rate  only,  is  1.244 
mills  per  kilowatt-hour  for  firm  energy,  and  0.392  mill  per  killowatt- 
hour  for  secondary  energy.  These,  after  adding  in  the  charge  for 
generating  power  equivalent  to  approximately  0.45  mill,  produce 
costs  at  the  switchboard  of  about  1.7  mills  per  kilowatt  for  firm  energy, 
and  about  0.85  mill  for  secondary  energy.  ^ 

The  transmission  lines  from  Boulder  to  the  point  of  use,  primarily 
in  southern  California,  were  constructed  by  the  power  users  and  not 
by  the  Government,  as  is  the  case  of  Bonneville  or  TVA,  and  that 
represents  additional  investment  of  about  $50,000,000  to  $55,000,000 
to  be  retired  by  them,  in  addition  to  the  amount  they  pay  the  United 

States.  ^         ^      ,        1  .    ^1        1 

In  view  of  the  information  which  has  been  developed  m  these  hear- 
ings as  to  the  entirely  inconsistent  bases  of  allocation  of  costs  at  the 
major  FWeral  power-producing  projects,  I  think  that  the  direction 
or  request  given  by  the  chairman  to  the  Chairman  of  the  Federal 
Power  Commission  to  bring  forward  a  comparison  of  these  alloca- 
tions and  suggestions  as  to  ways  in  which  these  rates  may  be  reduced 
is  of  the  utmost  importance. 
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Surely,  we  desire  to  be  placed  in  a  position  to  enable  this  alumium 
industry  in  southern  California  to  go  forward. 

We  desire  to  see  our  friends  in  Phoenix,  who  also  depend  upon 
Colorado  Eiver  power,  aided  in  the  same  way,  and  we  expect  to  see 
the  gigantic  new  power  developments  in  the  upper  basin  of  the 
Colorado  Kiver  similarly  protected. 

Senator  O'Mahoney.  I  may  say,  Mr.  Ely,  that  your  statement  is 
the  first  occasion  upon  which  I  have  heard  anything  resembling  a  di- 
rective attributed  to  any  Member  of  the  Congress. 

(A  memorandum  on  provisions  of  Boulder  Canyon  project  acts 
affectmg  to  fixing  of  rates  for  Boulder  energy,  submitted  by  S.  B. 
Eobinson,  chief  assistant  city  attorney  for  water  and  power,  Los 
Angeles,  is  inserted  in  record  at  conclusion  of  today's  proceedings.) 

Senator  McClellan,  did  I  understand  that  you  wished  to  make  an 
inquiry  about  the  negotiations  that  were  initiated  this  morning? 

Senator  McClellan.  Has  there  been  no  report  made  ? 

Senator  O'Mahoney.  I  have  had  no  report  made  as  yet. 

Senator  McClellan.  Is  Mr.  Husbands  here? 

Senator  O'Mahoney.  Mr.  Husbands  is  not,  but  Mr.  Wilson  is  here. 

Senator  McClellan.  Have  you  inquired  of  him  ? 

Senator  O'Mahoney.  No  ;  I  have  not. 

Senator  McClellan.  Mr.  Wilson,  would  vou  like  to  make  some 
statement  ? 

I  would  like  to  have  both  you  and  Mr.  Husbands  here. 

Mr.  Wilson.  Mr.  Chairman,  I  wish  I  were  in  a  position  to  make 
a  statement.  I  met  with  Mr.  Husbands,  Mr.  Cox,  Mr.  Goodloe,  and 
Mr.  Stansfield,  of  the  KFC  and  the  Surplus  Property  Board,  this 
morning,  and  we  spent  more  than  2  hours  without  succeeding  in  reach- 
ing any  conclusion  that  I  feel  was  of  a  character  that  we  could  report 
to  the  committee. 

We  got  so  far  as  to  recognize  the  problems  that  were  involved,  with 
each  of  us  trying  to  see  if  there  were  some  way  in  which  we  could 
dispose  of  those  problems.  That  is  about  as  far  as  I  can— in  fair- 
ness to  the  committee — report. 

Senator  McClellan.  Were  there  discussions  as  to  the  terms  of  an 
interim  cancellation  provision  ? 

Mr.  Wilson.  That  was  one  of  the  many  problems  that  were  raised, 
Senator.  , 

Senator  McClellan.  Was  the  proposition  made  either  way? 
Mr.  Wilson.  No;  we  did  not  develop  it  to  that  point,  and  could  not 
develop  it  to  that  point  in  discussion. 

Senator  McClellan.  You  mean  you  need  further  opportunity  to 
negotiate  ? 

Mr.  Wilson.  Yes,  we  do ;  to  calculate  and  negotiate,  I  may  add. 

Senator  McClellan.  Did  you  proceed  far  enough  so  that  there  is 
any  prospect  of  a  solution  being  found  of  this  situation  whereby  these 
plants  that  are  now  closed  may  be  reopened  ? 

Mr.  Wilson.  We  never  get  to  the  point,  on  any  of  the  problems 
that  we  have  while  we  are  trying  to  work  them  out,  from  our  side, 
at  least,  where  we  are  prepared  to  say  there  is  no  prospect.  There  is 
always  the  prospect,  and  we  hope  to  make  that  prospect  eventuate. 

But  I  cannot  say  that  for  certainty. 


Senator  McClellan.  Are  there  further  conferences  now  contem- 
plated between  you? 

Mr.  Wilson.  Definitely. 

Senator  O'Mahoney.  ITiank  you  very  much,  Mr.  Wilson. 

It  is  impossible  to  proceed  any  further  this  evening  because  of  prior 
engagements  of  the  Chair. 

The  committee  will  stand  in  recess  until  10  o'clock  tomorrow  morn- 
ing, when,  it  is  hoped,  it  will  be  possible  to  hear  the  remaming  wit- 
nesses who  have  expressed  a  desire  to  be  heard,  and  who  have  been 

(Whereupon,  at  4 :  25  p.  m.,  an  adjournment  was  taken  until  10 

a.  in.  Friday,  October  19,  1945.)      ^  ^  ^  ,  .  ^  .  ^       •  .     .    •. 

(The  following  memorandum  by  S.  B.  Robinson,  chief  assistant  city 
attorney  for  water  and  power,  Los  Angeles,  is  inserted  at  this  place 
by  direction  of  the  chairman :) 

Memorandum  Re  Provisions  of  Bouu)er  Canyon  Project  Act  and  Boulder 
Canyon  Project  Adjustment  Act  Affecting  the  Fixing  of  Rates  for  Bouldeb 
Energy 

(By  S.  B.  Robinson) 

The  original  Boulder  Canyon  Project  Act  (Public  Law  642,  lOth  Cong.,  ^ 
U  S  C  A  617-617t),  authorized  the  Secretary  of  the  Interior  to  make  contracts 
for  the  privilege  of  generating  electric  energy,  or  for  the  sale  of  electric  energy 
(sec  5  (c) ),  as  well  as  contracts  for  the  storage  and  delivery  of  water  (sec.  5), 
and  also  (sec  4  (b))  provided  that  before  any  appropriation  was  made  for  the 
dam  or  power  plant,  or  any  construction  work  done  or  contracted  for,  the  Secre- 
tary should  obtain  contracts  "adequate  in  his  judgment  to  insure  payment  of  all 
expenses  of  operation  and  maintenance  *  *  *  and  the  repayment  withm  50 
years  *  ♦  *"  of  the  advances  for  construction,  together  with  interest  thereon 
made  reimbursable  under  the  act. 

Also  (sec.  5  (a) ),  the  act  provided  that 

"Contracts  made  pursuant  to  subdivision  (a)  of  this  section  shall  be  made  with 
a  view  to  obtaining  reasonable  returns  and  shall  contain  provisions  whereby  at 
the  end  of  15  years  from  the  date  of  their  execution  and  every  ten  years  there- 
after, there  shall  be  readjustment  of  the  contract,  upon  the  demand  of  either  party 
thereto  either  upward  or  downward  as  to  price;  as  the  Secretary  of  the  Interior 
may  find  to  be  justified  by  competitive  conditions  at  distributing  points  or  com- 
petitive centers,      *      *      *."  ^  ^.^.  ,  ^   ,w   -u    ^-        v.^-«f« 

The  act  thus  established  the  element  of  competitive  value  at  distribution  points 
or  competitive  centers— in  other  words,  the  "market  value"  theory— as  the  basis 

for  the  fixing  of  rates.  ^  ,  ^.       , 

However,  the  act  (sec.  4,  last  paragraph)  gave  Arizona  and  Nevada  a  substan- 
tial percentage  of  any  "excess  revenues"  and  (sec.  5,  second  paragraph)  provided 

"After  the  repayments  to  the  United  States  of  all  money  advancd  with  interest, 
charges  shall  be  on  such  basis  and  the  revenues  derived  therefrom  shall  be  kept 
in  a  separate  fund  to  be  expended  within  the  Colorado  River  Basin  as  may  here- 
after be  prescribed  by  the  Congress."  . 

These  provisions  gave  other  States  a  financial  interest  in  maintaining  rates  at 
the  highest  possible  level,  and  it  became  apparent  that  political  factors  would 
make  strict  application  of  the  "competitive  value"  theory  almost  impossible  in  the 
periodic  readjustment  of  rates  contemplated  in  the  act. 

Therefore,  an  effort  to  revise  the  theory  of  rate  making  was  made,  which 
resulted  in  the  adoption  of  the  Boulder  Canyon  Project  Adjustment  Act  (Public 
Law  756,  76th  Cong.,  ch.  643,  3d  sess.).  .  , 

This  act  directed  that  the  Secretary  promulgate  charges,  or  the  basis  of  com- 
putation thereof,  during  the  50-year  period,  1987-87,  computed  to  be  sufiicient, 
together  with  other  net  revenues  from  the  project,  to  accomplish  the  following 
purposes : 

(a)  To  meet  the  cost  of  operation  and  maintenance  and  to  provide  for 
replacements ; 
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(6)  To  repay  the  Treasury  advances,  with  interest,  within  50  years» 
excluding  $25,000,000  allocated  to  flood  control,  repayment  of  which  was 
deferred,  without  interest,  until  1987,  after  which  time  such  advances  are  to 
be  repaid  as  the  Congress  may  determine ; 

(c)  To  provide  $600,000  for  each  of  the  years,  for  payments  to  Arizona 
and  Nevada,  which,  while  not  so  expressed,  were  imderstood  to  be  in  lieu 
of  taxes,  and 

(d)  To  provide  $500,000  a  year  for  a  development  fund,  available  for 
studies  and  investigations  for  the  formulation  of  a  comprehensive  plan  for 
the  Colorado  River  system,  and  for  construction  purposes — the  money  for 
the  first  3  years  being  earmarked  for  studies  and  investigations  in  the  entire 
basin ;  money  for  the  next  12  years  for  studies,  investigations,  and  construc- 
tion of  upper-basin  projects,  and  for  the  remainder  of  the  50  years,  for  studies 
and  investigations  and  construction  anywhere  in  the  entire  basin. 

The  "other  net  revenues,"  while  not  so  declared,  were  understood  to  mean  the 
revenues  from  the  sale  of  water  to  the  Metropolitan  Water  District  of  Southern 
California.  These  are  estimated  to  amount  to  about  5  percent  of  the  total, 
leaving  power  to  bear  about  95  percent  of  the  costs  of  the  project,  plus  $55,000,000 
for  payment  to  Arizona,  Nevada,  and  the  Treasury's  special  Colorado  River 
development  fund. 

It  will  be  noted  that  no  nonreimbursable  allocation  whatsoever  was  made  to 
flood  control,  which  was  one  of  the  primary  purposes  of  the  act.  Reimbursement 
was  deferred,  without  interest,  but  not  written  off.  No  allocation  was  made  to 
navigation,  irrigation  supply,  or  domestic  supply,  all  of  which,  by  the  terms  of 
the  original  act  (sec.  6),  were  preferred  uses,  power  being  made  the  subordinate 
use,  notwithstanding  the  fact  that  it  was  to  foot  substantially  all  of  the  bills. 

It  will  be  noted  that  even  if  the  so-called  allocation  to  flood  control  had  been 
a  write-off,  instead  of  a  mere  deferment,  it  is  completely  offset  by  the  requirement 
of  a  contribution  to  a  fund  for  the  development  of  the  basin,  inasmuch  as  the 
$500,000  a  year  required  to  be  raised  for  that  purpose  amounts  to  $25,000,000  for 
the  50-year  period. 
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FRIDAY,  OCTOBER   19,   1945 

Joint  Hearing  of  the  Subcommittee  on  Surplus  Property  of  the 
Committee  on  Military  Affairs,  the  Special  Committee  to  ^tudy 
AND  Survey  Problems  of  Small  Business  Enterprises,  and  the 
Industrial  Reorganization  Subcommittee  of  the  Special  Com- 
mittee ON  Postwar  Economic  Policy  and  Planning 

United  States  Senate, 

Washington,  D.  C. 

The  committees  met  pursuant  to  recess,  at  10  a.  m.,  in  room  224, 
Senate  Office  Building,  Senator  James  E.  Murray  (chairman  of  the 
Special  Committee  to  Study  and  Survey  Problems  of  Small  Business 
Enterprises) ,  presiding. 

Present :  Senators  Murray  and  Eevercomb. 

Also  present :  Kurt  Borchardt,  counsel.  Surplus  Property  Subcom- 
mittee of  the  Committee  on  Military  Affairs ;  Dewey  Anderson,  execu- 
tive secretary ;  C.  E.  Childs,  consultant,  and  T.  J.  McBreen,  Jr.,  chief 
of  information.  Senate  Small  Business  Committee. 

Senator  Murray.  Gentlemen,  the  hearing  will  come  to  order. 

Before  proceeding  with  the  witnesses  this  morning,  Mr.  Gallagher 
of  the  Columbia  Metals  Co.  desires  to  make  a  brief  statement  to  clear 
up  the  record  as  to  some  matters  that  he  thinks  should  be  clarified. 

ADDITIONAL  STATEMENT  OF  J.  0.  GALLAGHER 

Mr.  Gall.\gher.  Mr.  Chairman,  just  to  clear  up  a  few  points :  quite 
a  lot  has  been  said  during  these  hearings  about  the  matter  of  power 
and  the  importance  of  it  to  the  aluminum  industry.  Of  course,  it  is 
important;  but  it  has  been  referred  to  as  being  in  the  nature  of  a 

subsidy. 

I  just  wanted  to  say  that  perhaps  there  will  be,  by  reason  of  the 
international  situation  brought  on  by  the  Shipshaw  development,  justi- 
fication for  this  Government  subsidizing  the  aluminum  industry  as  a 
whole,  where  ever  it  can,  with  respect  to  power.  But  we  in  the  Pacfic 
Northwest— as  a  corporate  entity,  the  Columbia  Metals  Corp.,  I 
would  like  to  have  it  understood— are  expecting  no  subsidy  which 
would  not  also  be  available  to  the  Aluminum  Co.  and  to  Reynolds. 

One  other  point  recommended  in  the  original  Small  Business  Com- 
mittee's interim  report  was  that  the  values  of  these  plants  be  based 
upon  earnings.  I  quite  agree  with  that  portion  of  the  Aluminum  Co.'s 
report  with  respect  to  the  fallacy  of  basing  values  upon  earnings.    It 
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seems  to  me  that  would  place  a  premium  on  inefficiency ;  and  I  would 
Lke  to  call  your  attention  to  the  fact  that  the  method  of  appraising 
these  plants  for  purchase  in  our  proposal  has  nothing  to  do  with  earn- 
ings at  all. 

I  also  believe  that  when  that  recommendation  was  made  by  the 
bmall  Busmess  Committee,  it  had  in  mind  putting  a  ceiling  on  the 
price  of  these  facilities  rather  than  using  earnings  to  put  an  inflated 
value  upon  them. 

Mr.  BoRCHARDT.  Would  you  say  that  would  be  just  one  of  the 
factors  to  be  considered  ? 

"earnings,"  witness  SAYS,  "siIOULD  NOT  BE  A  FACTOR  IN  DETERMINING 

VALUE  OF  plants" 

J^^-p'^^^^f^^^R'  ^o;  I  don't  think  earnings  should  be  a  factor  at 
all.  There  are  physical  facilities,  and  there  will  be  certain  disad- 
vantages, certain  factors,  such  as  poor  location,  which  should  be  used 
m  discounting  the  values  of  the  facilities;  but  if  management  is  going 
to  have  the  proper  incentive  to  make  a  good  showing  in  the  operations 
of  those  plants,  the  purchasers  certainly  should  not  be  penalized  in  the 
pricing  of  the  plants  when  they  buy  them  by  reason  of  good  perform- 
ance and  earnings. 

I  think  it  is  rather  important*  that  that  should  be  cleared  up.  I  am 
sure  it  was  not  the  intention  of  the  Small  Business  Committee  to  recom- 
mend that  earnings,  or  the  basis  of  earnings,  if  it  resulted  in  inflat- 
ing the  values  of  these  plants,  would  necessarily  control. 

Dr.  Anderson.  Mr.  Gallagher,  to  make  this  point  clear,  it  is  an 
astounding  and  new  point  to  me  to  find,  as  an  economist,  that  you 
would  not  consider  earnings  as  an  important  factor  in  determining  the 
yalue  of  anything.  Do  you  believe  in  the  normal  course  of  events  that, 
if  good  performance  resulted  from  your  management  of  these  proper- 
ties, there  would  as  a  consequence  be  an  inflated  value  of  the  plant? 

I  took  it  yesterday  from  your  testimony,  you  were  talking  about  what 
would  be  a  reasonable  price  for  a  particular  plant,  and  you  cut  it  down 
to  about  a  half  or  two-thirds  of  its  present  value.  You  wouldn't  pre- 
sume that  if  you  operated  that  plant  well  and  efficiently  you  would  be 
paying  excessively  for  it  in  the  calculation  of  this  price  if  that  factor 
were  taken  into  account  ? 

Mr.  Gallagher.  I  cannot  see,  Mr.  Anderson,  that  earnings  should 
have  a  value  or  should  be  a  factor.  We  should  look  at  these  facilities 
from  the  standpoint  of  what  would  be  their  replacement  cost  under 
normal  peacetime  conditions. 

This  aluminuni  industry  is  rather  peculiar,  in  that  if  there  are  ex- 
traordinary earnings,  those  earnings  would  probably  accrue  from  some 
particular  technology  or  particular  ingenuity,  or  perhaps  a  patent 
which  would  not  be  available. 

Senator  Murray.  Location  also  would  have  some  important  bearing, 
would  it  not  ? 

Mr.  Gallagher.  Yes;  of  course.  But  if  you  were  going  to  get  into 
a  discussion  of  the  factor  of  earnings  in  their  application  to  the  ap- 
praisal value  of  these  plants,  it  seems  to  me  you  would  have  an  endless 
argument  as  to  what  was  responsible  for  the  earnings,  whether  it  was 
your  own  ingenuity,  resourcefulness,  patents,  or  technology,  or  what. 


Mr.  BoRCHARiyr.  Instead  of  earnings,  if  ybu  said  "opportunity  for 
mat-ket,"  might  that  help  ?  Is  the  factor  of  availability  of  market  to  be 
considered  ? 

Mr.    Gallagher.  The   availability   of   market   for  your  finished 

product  ? 

Mr.  Borchardt.  Yes. 

Mr.  Gallagher.  Of  course,  that  is  just  another  way  of  saying  that 
the  plant  is  not  properly  located.     Is  that  not  true  ? 

Mr.  Borchardt.  What  I  have  in  mind  is  that  if  these  plants  are  con- 
structed for  a  certain  capacity,  and  if  you  have  no  possibility  of  reach- 
ing that  capacity  during  peacetime—do  you  not  then  have  to  take 
into  consideration  that  lesser  capacity  rather  than  the  capacity  for 
which  the  plants  were  originally  constructed?  Would  not  therefore 
the  market  be  important  in  evaluating  your  plants  ? 

Mr.  Gallagher.  Yes;  but  under  those  circumstances  it  would  be 
rather  inconceivable  that  the  earnings  would  be  excessive.  It  would 
be  inconceivable  that  the  earnings  would  be  excessive,  in  which  case 
there  would  be  no  problem. 

Dr.  Anderson.  That  is  precisely  our  points.  We  cannot  conceive 
in  the  normal  course  of  events,  in  the  period  of  time  which  these  leases 
with  options  to  buy  would  run,  of  a  situation  short  of  a  phenomenal 
prosperity,  which  we  do  not  now  visualize,  that  would  make  these 
earnings  excessive.  It  seems  to  me  you  have  an  academic  question  any- 
way you  look  at  it. 

it  w^as  a  surprising  thing  to  me  to  hear  that  you  would  not  talk 
about  the  economic  value  as  one  of  the  factors  in  determining  the 
price  to  be  paid  for  these  things.  I  recall,  for  example,  badly  located 
plants,  and  I  think  your  testimony  yesterday  referred  to  such  plants, 
in  which  there  would  have  to  be  a  considerable  write  down  because 
of  bad  location.  That  in  itself  is  a  write-down  based  upon  an  economic 
interpretation  of  value. 

Mr.  Gallagher.  Then,  I  think  we  are  in  agreement  with  our  think- 
ing on  this  thing.  You  are  thinking  of  using  the  factor  of  earnings 
by  way  of  discounting  the  value  of  the  facilities. 

Dr.  Anderson.  Precisely  so. 

Mr.  Gallagher.  Well,  Of  course,  that  is  all  right,  but  you  have  got 
to  place  that  interpretation  on  it.  Otherwise,  you  will  be  giving  the 
new  operator  every  incentive  to  operate  inefficiently. 

Dr.  Anderson.  We  don't  want  any  such  implication  to  be  borne  by 
the  statements  made,  and  I  am  glad  the  record  has  been  made  clear. 

Mr.  Gallagher.  That  is  why  I  thought  it  was  important  to  have 
that  cleared  up. 

Senator  Murray.  You  may  proceed  with  your  statement,  Mr. 
Gallagher. 

declares  stock-piling  of  bauxite  in  large  quantities  doesn't 

"make  sense" 

Mr.  Gallagher.  One  other  thing  I  would  like  to  have  clarified  is  a 
recommendation  of  the  War  Department.  When  General  Sorensen 
testified  the  other  day,  I  believe  he  used  the  figure  of  450,000,000 
pounds'  capacity  to  be  maintained  in  stand-by  condition.  Is  my  un- 
derstanding correct  on  that? 
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Mr.  BoRCHARDT.  That  is  correct,  as  far  as  my  recollection  goes. 

Mr.  Gallagher.  I  think  that  recommendation  would  stand  some 
careful  analysis.  It  seems  to  me  that  maintaining  450,000,000  pounds 
of  aluminum  capacity  in  stand-by  condition  would  be  in  the  first  place 
impractical  just  from  a  physical  standpoint,  and  in  the  second  place 
much  more  expensive  than  it  would  be  to  accumulate  the  product  you 
would  expect  to  make  out  of  those  facilities  and  hold  it  pending  the 
time  you  might  have  a  national  emergency. 

Mr.  GoLDscHMiDT.  Your  point  being,  I  suppose,  that  you  would 
also  have  to  keep  that  much  power  capacity  in  reserve  in  order  to 
supply  the  aluminum  capacity  ? 

Mr.  Gallagher.  Exactly.    Why  not  convert  the  power  now  ? 

It  doesn't  seem  to  me  to  make  sense  to  have  a  lot  of  uneconomic 
facilities  sitting  around,  paying  interest  on  the  investment  and  paying 
the  cost  of  maintenance  and  so  forth.  If  the  proper  utilization  of 
the  Government's  own  facilities  is  made  anyway,  this  country  will  be 
adequately  equipped  in  my  opinion  to  supply  aluminum  rather  quickly. 

It  may  be  that  it  would  be  advisable  to  have  a  reasonable  stock  pile 
of  aluminum  pig  to  be  an  extra  measure  of  insurance,  in  view  of  our 
atomic-bomb  development. 

Dr.  Anderson.  Just  to  summarize  that  point,  because  I  think  it  is 
agreed  it  is  one  of  the  crucial  factors  in  the  disposal  of  all  plants,  the 
problem  of  ingot  supply  and  its  purchase  is  a  central  one. 

Isn't  it  true  that  if  we  should  develop  a  proper  stock-piling  ingot 
program  now,  you  have  in  effect  a  stock  pile  in  raw  materials,  man- 
power, electric  power,  and  transportation  all  in  one  at  the  proper 
time  when  it  can  have  the  most  beneficial  economic  effect  and  still 
be  ready  as  a  reserve  for  immediate  use  in  case  of  any  military 
emergency  ? 

Mr.  Gallagher.  Exactly.  This  idea  of  stock  piling  bauxite  did 
not  seem  to  me  to  make  sense.  You  have  to  convert  bauxite  into 
alumina  and  into  aluminum.  One  bomb  could  ruin  our  alumina 
facilities,  and  there  we  would  be  with  bauxite  only;  whereas,  if  we 
have  aluminum,  we  have  the  scattered  prefabricating  facilities  all 
over  the  country,  and  the  danger  would  not  be  nearly  so  great. 

I  want  to  say  a  word  about  "know  how."  I  have  the  profoundest 
respect  for  the  aggregation  of  "know  how"  that  both  the  Aluminum 
Co.  of  America  and  the  Reynolds  Metals  have;  and  there  is  par- 
ticular technique  in  the  aluminum  industry,  undoubtedly,  perhaps 
more  than  prevails  in  other  lines  of  business. 

At  the  same  time,  I  recognize  no  mystery  in  connection  with  the 
"know  how"  in  the  aluminum  industry.  There  isn't  anything  in 
the  processes  or  operations  involving  more  than  fundamental  engi- 
neering, chemistry,  science,  and  so  forth,  that  is  not  available  to  any 
intelligent  and  well-informed  person. 

The  purchasing  of  metal  at  no  profit  to  the  seller  is  no  subsidy, 
provided  the  price  does  not  exceed  market  price.  That  is  the  key  to 
the  disposition  of  these  plants,  Senator  Murray,  and  I  think  it  is 
very  important  that  that  be  resolved. 

I  am  convinced,  and  I  have  some  very  good  support  in  this  state- 
ment, that  I  have  just  made,  that  purchasing  of  metal  at  no  profit 
to  the  seller  is  no  subsidy,  provided  the  price  does  not  exceed  market 
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price;  in  other  words,  so  long  as  you  don't  have  to  pay  any  more 
for  £he  metal  than  you  would  at  the  market.  Under  the  particular 
plan  we  are  suggesting,  we  rather  suspect  that  the  Government  would 
buy  this  metal  at  less  than  the  market  price.  ......       o 

Senator  Murray.  There  is  no  possible  question  of  subsidy  there? 

Mr.  Gallagher.  No.  Any  metal  that  they  buy,  they  buy  at  sound 
value  with  no  profit  to  the  seller,  and  they  could  put  it  on  their  bal- 
ance sheet  as  a  sound  asset.  ...-.     ^  ^.-u  ^.  fi.«  p^LiT^nKio 

I  have  just  one  other  thing.  I  would  like  to  say  that  the  Columb  a 
Metals  Corp.,  as  a  local  interest  in  the  Pacific  Northwest  is  vitally 
interested  in  the  development  of  industry  out  there.  We  have  more 
than  an  ordinary  business  interest  in  implementing  this  program  of 
establishing  and  maintaining  a  completely  integrated  aluminum  indus- 
try, centeild  in  the  Pacific  Northwest.  We  have  ^^  quarre  with 
Alcoa  or  Keynolds.  They  both  have  substantial  investments  in  the 
Pacific  Northwest,  and  we  hope  they  will  continue  there  and  wiU 

TwSlLTst^^^^^^  I  believe  through  the  establishment  of  com 
petition,  the   difficulties  between  the  Department   of  Justice,  the 
courts,  and  Alcoa  will  be  certainly  a  long  way  toward  solution   and 
that  dissolution  of  the  Aluminum  Co.  in  my  opinion  should  not  and 
probably  will  not,  with  the  proper  developments,  be  necessary. 

Thank  you  very  much.  Senator. 

Senator  Murray.  Thank  you  for  your  statement. 

Mr.  Gumbel  of  the  RFC  wishes  to  make  a  statement. 

STATEMENT  OF  IRVING  GUMBEL,  OFFICE  OF  SURPLUS  PROPERTY, 
RECONSTRUCTION  FINANCE  CORPORATION 

Mr  Gumbel.  Mr.  Husbands  has  asked  me  to  make  a  brief  statement 
for  the  record  in  connection  with  the  remarks  of  the  representative 

of  the  Reynolds  Metals  Co.  _„^        ,       ^        j 

With  reference  to  the  discussion  of  the  RFC  contracts  and  agree- 
ments  with  Aluminum  Co.  of  America,  Reynolds,  and  Alummmm,  Ltd., 
that  was  covered  in  some  detail  in  the  hearmgs  before  your  Small  Busi- 
ness Committee  this  spring,  I  call  attention  m  P^^^icular  to  Mr  Hus- 
bands'  letter  to  Senator  Stewart,  which  appears  on  page  6116  of  part  47 

^^In^add^tioFto  that,  Mr.  Caskie  remarked  on  several  occasions  that 
the  RFC  had  rejected  his  proposal.  That  is  not  entirely  correct  Mr 
Husbands  informed  Mr.  Caskie  that  as  the  proposal  stood,  he  did  not 
feel  iustified  in  recommending  it  to  the  RFC  board  of  directors,  but 
he  would  be  glad  to  suggest  to  Mr.  Caskie  alterations  m  the  proposal 
which  he  thought  might  make  it  acceptable.  ,11 

Dr  Anderson.  Do  we  understand  then  that  the  proposal  read  by 
Mr.  Caskie  into  the  record  yesterday  is  an  offer  from  the  Reynolds 
Metals  Corp.  which  you  are  now  entertaining,  that  it  is  open  to 
negotiation,  and  you  treat  it  as  such  a  document? 

Mr.  Gumbel:  Right. 

Senator  Murray.  Thank  you. 

The  next  witness  is  Mr.  Lawrence  Harvey. 
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STATEMENT  OF  LAWRENCE  HARVEY,  HARVEY  MACHINE  CO.,  LOS 

•    ANGELES,  CALIF. 

Mr.  Harvey.  My  interest,  as  a  small  businessman  in  the  West,  is  in 
seeing  that  the  aluminum  industry  is  maintained  and  developed  on  the 
west  coast. 

During  the  wartime  we  employed  in  southern  California,  in  par- 
ticular, m  over  some  6,000  plants  that  were  acquainted  with  the 
fabrication  of  aluminum  products,  approximately  150,000  skilled 
craftsmen.  To  the  best  of  my  knowledge  there  are  no  operators  of 
aluminum-making  sheet,  extrusion,  or  pig  west  of  the  Mississippi. 
We  are  interested  in  the  establishment  of  a  facility  not  only  for  the 
purpose  of  competition  in  the  price  of  aluminum  between  various 
companies,  but  in  the  reduction  of  our  delivery  costs,  which  means 
a  reduction  of  freight  prices. 

PROMPT  DISPOSITION  OF  ALUMINUM  PLANTS  ESSENTIAL  TO  FULL 

EMPLOYMENT 

We  believe  that  the  immediate  disposition  of  these  facilities  is 
essential  to  the  prompt  employment  of  people  in  our  community.  As 
an  example,  my  own  company  has  laid  off  approximately  850  people. 
The  Bohn  aluminum-extrusion  plant  there  laid  off  approximately 
350  people.  The  percentage  of  the  reduction  at  Bohn  was  100  per- 
cent, and  in  our  plant  approximately  75  percent.  That  reduction  in 
employment  is  common  throughout  our  aluminum  metal  working  in- 
dustries, and  since  the  people  are  acquainted  with  that  particular 
trade  and  that  particular  work,  and  have  it  in  their  heads  as  engineers, 
and  in  their  hands  as  technicians,  it  is  essential  that  they  be  given  the 
material  to  work  with. 

I  would  suggest  that  one  of  the  problems  in  relation  to  disposal  of 
these  plants,  the  question  of  power,  be  handled  by  the  Federal  Gov- 
ernment through  its  various  power  agencies,  and  by  the  muncipal 
government  of  Los  Angeles  on  the  most  economical  basis  that  is 
possible  in  order  to  provide  maximum  employment.  It  is  my  under- 
standing that  in  the  Los  Angeles  area  our  rates  are  much  higher  than 
those  that  prevail  in  other  sections  of  the  country,  and  I  would  urge 
Congress  to  pass  some  act  to  enable  our  city  to  secure  a  lower  power 
rate  from  the  Boulder  Dam  construction. 

# 

ADVOCATES  PAY-AS-YOU-GO  BASIS,  PREFERABLY  IN  FORM  OF  LEASE,  AS  WAY 
TO  ATTRACT  INTEREST  OF  SMALL  BUSINESS  PEOPLE  IN  ALUMINUM 
PLANTS 

I  want  to  emphasize  the  fact  that  time  is  of  the  essence.  In  Califor- 
nia our  unemployment  rolls  are  mounting  at  the  rate  of  13,000  to 
14,000,  I  believe  it  is,  a  week.  Thfe  people  that  were  employed  in 
these  aluminum  plants  are  out  of  work.  We  want  to  put  them  to 
work  now,  not  a  year  from  now.  We  feel  that  private  or  small 
business  does  not  have  the  financial  resources  to  borrow  money,  float 
stock,  or  speculative  issues,  to  put  out  a  large  capital  investment  in  the 
purchase  of  these  plants.  We  believe  the  most  feasible  plan  for  the 
Government  in  the  handling  of  these  plants  would  be  on  some  sort  of 
a  pay-as-you-go  basis,  preferably  in  some  form  of  a  lease,  either 
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as  a  percentage  of  profits,  percentage  of  cost  of  the  products,  or  as  a 
fixed  price  per  pound  of  products  produced. 

We  say  that  because  we  believe  that  the  small  business  men's  capi- 
tal should  be  tied  up  in  the  purchase  of  raw  material  and  in  the 
employment  of  labor,  rather  than  a  fixed  capital  investment,  and  we 
figure  that  the  best  interest  of  the  Government  is  served  by  paying 
the  Government  a  return  on  its  investment,  rather  than  by  liquidating 
its  capital  investment.    We  urge  upon  your  body  to  so  recommend. 

We  believe  that  the  5-year  term  of  lease  is  too  short  a  period  for 
small  business  to  operate  its  plants,  because  we  know  there  are  busi- 
ness cycles  that  extend  longer  than  that  period  of  time.  It  takes  time 
to  get  established,  to  develop  your  markets  and  personnel,  and  it  would 
seem  to  us  that  by  the  end  of  5  years  you  are  just  getting  well  estab- 
lished. At  that  time  there  might  be  some  changes  which  would  force 
you  all  of  a  sudden  to  go  out  of  business — because  somebody  else 
would  take  your  plant  away,  maybe  some  large  competitor,  richer  than 
you  are,  or  by  some  other  means. 

There  has  been  an  objection  interposed  to  the  purchase  of  plants  on 
a  competitive  basis  because  of  the  problem  relatmg  to  taxation,  what 
we  call  current  losses  of  a  capital  item.  I  have  been  advised — I  do 
not  have  to  have  the  exact  facts-=-that  it  is  possible  for  rather  large 
or  rich  corporations  or  individuals  to  gather  together  and  each  pur- 
chase a  plant  that  the  other  person  is  interested  in  and  purchase  that 
plant  at  a  higher  than  a  reasonable  price  at  which  some  ordinary  busi- 
ness man  with  limited  capital  could  purchase  it ;  and,  then,  selling  to 
one  another,  taking  the  loss  off  as  a  current  loss  and  charging  the 
difference,  the  loss,  to  the  Government  on  income  taxes  during  the 
current  period.  We  know  of  such  cases  as  having  occurred  in  a 
few  instances. 

URGES  ESTABLISHMENT  OF  ALUMINUM   INDUSTRY   ON   PACIFIC   COAST   TO 

MAXIMUM  DEGREE 

We  believe  that  the  aluminum  industry  should  be  established  on 
the  west  coast  to  its  maximum  degree,  because  approximately  65  per- 
cent of  all  military  aircraft  and  the  major  homes  of  principal  aircraft 
companies  are  located  on  the  west  coast  and  should  have  a  source  of 
raw  material  and  development  in  the  aluminum  metal  working  indus- 
try within  that  area. 

Again,  I  want  to  emphasize  that  time  is  of  the  essence  in  the  dis- 
posal of  these  plants. 

Product  designs  have  been  frozen  on  automobiles,  household  appli- 
ances, and  construction,  and  if  the  Government  desires  to  further 
monopoly  of  any  particular  company,  one  of  the  best  things  it  could 
do  is  to  delay  its  action  in  the  prompt  disposal  of  these  plants,  because 
it  would  give  them  an  opportunity  to  develop  not  only  the  know-how 
in  the  manufacturing  technique  but  the  know-how  in  products  and  in 
market  distribution  and  salesmanship  which  are  almost  as  essential 
as  the  manufacturing  technique. 

Mr.  BoRCHARDT.  Ycstcrday,  the  Senate  passed  a  resolution  post- 
poning the  disposal  of  plants  under  section  19  of  the  Surplus  Prop- 
erty Act  for  another  30  days.    You  would  not  interpret  that  resolu- 
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tion  as  postponing  any  negotiations  on  your  part  or  anybody  else's 
part  interested  in  the  manufacturing  plants  at  this  present  time  ? 

Mr.  Harvey.  Well,  I  would  say  that  I  was  not  in  favor  of  the 
resolution  as  it  relates  to  other  than  the  alumina  and  the  reduction 
furnace  equipment,  because  all  of  the  other  classes  of  equipment  which 
have  the  largest  capital  investment  are  items  which  small  business 
may  purchase,  such  as  forging  presses,  casting  foundries,  and  various 
classes  of  buildings.  Hundreds  of  millions  of  dollars  of  extrusion 
equipment  is  available  that  can  be  used. 

The  important  thing  to  the  businessman  is  that  he  doesn't  have  the 
time  and  money  to  sit  around  and  wait.  He  cannot  stand  idle.  He 
has  got  to  do  something  now.  There  is  a  vulgar  expression  for  it — 
you  have  got  to  get  off  where  you  are  sitting  and  get  moving.  You 
can't  wait ;  and  it  is  very  essential  to  move  fast. 

Dr.  Anderson.  What  do  you  mean  by  "time  is  of  the  essence"  ? 

Would  you  put  it  in  terms  of  your  own  plant  operations,  what  you 
are  interested  in,  and  use  it  as  an  example  of  how  the  businessman 
approaches  this  problem  of  time  in  negotiation  with  the  Government? 

Mr.  Harvey.  Of  course,  I  traveled  7,000  miles  to  get  here,  when  you 
figure  the  round  trip,  and  I  am  away  from  my  business.  I  am  the 
principal  executive  of  my  company,  and  if  I  am  away,  it  is  expensive 
both  in  my  time  and  in  loss  of  direction  to  my  company ;  and  what  I 
mean  by  doing  business  promptly,  I  mean  doing  business  within  a 
week.    Let's  decide,  "yes"  or  "no."  . 

I  have  got  to  do  something,  because  a  small  businessman  who  travels 
n^akes  up  his  mind  what  he  is  going  to  do.  He  is  not  like  a  stock 
speculator  or  promoter.  He  is  not  fishing.  He  has  got  in  mind  what 
he  wants  to  do,  and  he  wants  a  "yes"  or  "no"  answer.  He  doesn't 
want  a  "maybe"  answer. 

Dr.  Anderson.  So  that  a  month  or  2  months  or  3  months  means  a 
major  difference  to  you  between  one  decision  and  another  ? 

MILLIONS  OF  POUNDS  OF  SCRAP  LEFT  ON  PACIFIC  COAST  SHOULD  BE  STOCK- 
PILED 

Mr.  Harvey.  Very  definitely.  As  far  as  I  personally  am  con- 
cerned, if  I  don't  get  an  immediate  answer  on  what  I  am  after,  I  am 
not  interested  any  more.  I  cannot  afford  to  be.  I  cannot  afford  to 
stay  idle.  If  I  stay  idle  or  remain  indecisive  about  my  reconversion 
problem  for  3  months,  the  overhead  would  almost  ruin  me.  It  keeps 
on  running  anyway.  You  have  got  to  produce  a  product.  I  cannot 
make  a  success  unless  I  employ  people. 

For  instance,  we  are  interested  in  aluminum.  The  other  day  we 
needed  aluminum  for  a  certain  product  we  are  making,  a  very  simple 
item,  and  I  believe  I  have  got  a  sample  in  my  pockets.  It  is  a  hose 
fitting.  I  bought  the  material  for  this  hose  fitting  in  New  York,  and  I 
don't  see  why  I  should  buy  it  in  New  York  City  when  there  is  an  idle 
plant  sitting  in  Los  Angeles.  I  do  not  see  why  I  should  pay  a  couple 
of  cents  transportation,  if  for  no  other  reason,  I  don't  see  why  the 
millions  of  pounds  of  scrap  left  on  the  Pacific  coast,  the  basic  material 
used  in  most  of  the  fabricating  plants,  should  not  immediately  be  put 
in  operation  either  by  some  reduction  mill  or  some  extrusion  mill  or 
some  sheet -drawing  mill. 


I  would  recommend  to  the  Government  that  the  surplus  material  it 
now  has  in  usable  scrap  be  stock-piled,  in  effect,  for  the  purchases  of  the 
fabrication  plants,  because  one  of  our  best  means  of  competition  for 
i:he  next  year  or  so  is  our  raw  material  price.  Smce  you  have  got,  1 
understand  from  the  KFC,  approximately  500,000,000  pounds  of  sur- 
plus scrap  of  all  grades  and  kinds,  that  is  a  substantial  dollar  volume. 
The  average  going  price,  I  understand,  is  from  4  cents  to  around  6 
cents  for  what  we  call  clear,  segregated  scrap.  That  is  several  mil- 
lions of  dollars,  and  that  is  the  basic  material  that  is  competitive  with 
Tour  14- and  15-cent  pig  that  you  are  talking  about. 

Mr.  BoRCHARDT.  Mr.  Harvey,  have  you  submitted  to  the  I^^y  * 
specific  proposal  embodying  the  conditions  you  have  just  proposed  to 

this  committee  • 

Mr.  Harvey.  No  ;  I  have  not,  and  the  reason  is  that  I  want  to  know 
the  circumstances  upon  which  the  Government  was  considering  or  en- 
tertaining an  offer.  , 

I  had  discussed  the  subject  matter  with  the  RFC  and  was  interested 
in  a  lease  with  an  option-to-purchase  proposal,  and  I  was  told  that  I 
could  either  negotiate  a  sale  or  I  could  negotiate  a  lease,  but  I  could 
not  negotiate  a  lease  with  an  option  to  purchase  at  a  specific  price. 

Mr.  BoRCHARDT.  Were  you  told  anything  about  a  long-term  lease 
beyond  the  term  of  5  years?  *  j.  ^  j.    ^ 

Mr.  Harvey.  I  was  told  that  they  were  prevented  by  statute  from 
having  more  than  5  years.  ^  ,       ^i    .. 

Senator  Murray.  The  RFC  would  like  to  comment  on  that. 

Mr.  GuMBEL.  I  was  at  that  meeting.  We  told  Mr.  Harvey  that  the 
board  was  not  particularly  anxious  to  make  leases  with  options  to  sell 
but  that  we  would  be  glad  to  entertain  any  proposal  he  cared  to  make. 

Mr  BoRCHARDT.  Would  you  now  be  prepared  to  submit  a  specinc 
proposal  to  the  RFC  embodying  the  conditions  you  laid  before  the 

-committee?  .  «•  .i     ..i,-         t 

Mr  Harvey.  Yes;  we  are  considering  that.  One  of  the  things  i 
need  is  prompt  action.  I  don't  want  to  play  upon  your  words,  Mr. 
Gumbel,  but  we  are  not  here  for  entertainment.  We  do  not  care  to 
have  something  entertained.     We  want  to  have  something  done. 

Mr  BoRCHARDT.  I  waut  to  bring  out  that  the  RFC  has  to  have  some 
basis  upoif  which  to  act,  and  the  basis  in  your  case  would  be  a  specific 
proposal  submitted  to  RFC  for  action.  That  is  why  I  asked  whether 
you  are  prepared  to  submit  an  offer. 

Mr.  Harvey.  We  contemplate  putting  forth  such  a  plan,  but  i  want 
you  to  understand  the  basis  for  it.  .   •     „  .  .i 

You  see,  the  particular  plant  I  am  interested  m  originally  cost  the 
Government  in  excess  of  $5,000,000,  and  I  understand  the  sale  has  to 
be  approved  by  Congress.  The  equipment  in  the  plant  and  buildings 
that  I  am  interested  in  represents  an  original  cost  ot  less  than  ^5,UUU,- 
000,  and  there  is  a  very  nice  question  of  law  of  whether  or  not  they 
could  sell  an  item  where  you  stripped  the  plant  of  some  of  your  original 
cost,  and  whether  it  would  mean  the  original  cost  remaining  or  the 
original  cost  of  the  total  plant  without  congressional  approval. 

Mr.  Gallagher.  Mr.  Chairman,  may  I  ask  a  question? 

Senator  Murray.  You  may.  , 

Mr.  Gallagher.  Mr.  Harvey  made  a  very  simple  and  appealing 
rstatement  with  respect  to  this  whole  problem.    I  would  like  to  ask 
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him  first  whether  or  not  he  is  thinking  he  comprehends  the  larger 
program,  the  larger  investments,  including  the  reduction  plants, 
whether  the  larger  prefabricating  and  alumina  plants — ^when  you 
speak  of  leasing  the  plants  with  an  option  to  purchase  ? 

Mr.  Harvey.  Mr.  Gallagher,  I  am  primarily  a  fabricator  of  alumi- 
num products  in  all  shapes.    My  interest  is  in  the  fabrication  business. 

Mr.  Gallagher.  I  understand ;  but  in  your  thinking  about  the  over- 
all principle  of  leasing  these  plants  with  an  option  to  purchase,  does 
your  thinking  comprehend  the  whole  picture  ? 

Mr.  Harvey.  My  thinking  comprehends  not  only  the  aluminum 
picture  but  all  the  other  plants  out  there  on  the  west  coast.  I  know 
many  of  these  people  intimately  and  have  talked  to  them,  and  I  know 
the  basis  on  which  they  could  proceed  to  work  the  thing  out. 

For  example,  consider  a  plant  which  costs  the  business  a  million 
dollars.  If  the  man  buys  it,  maybe  his  total  working  capital  might 
be  a  quarter  of  a  million  dollars.  Where  is  he  going  to  get  the  rest 
of  the  money  ?  If  he  puts  up  equity,  he  cannot  buy  raw  materials  or 
employ  labor.  If  he  goes  too  far  in  debt,  a  slight  turn  in  the  events 
of  business  may  put  him  out  of  business  entirely.  That  is  why  it 
is  important  for  people  to  be  on  a  lease  basis,  which  is  a  pay-as-you-go 
basis,  with  an  option  to  purchase. 

If  he  can  successfully  operate  it,  agree  upon  a  price  at  which  you 
will  sell  it  to  him ;  if  he  cannot  operate  it  successfully,  do  not  penalize 
him.  Even  if  he  is  an  unsuccessful  operator,  he  will  in  the  meantime 
employ  people  and  do  business  in  the  community. 

Senator  Murray.  Isn't  such  a  policy  recognized  now  by  the  dif- 
ferent disposal  agencies  with  reference  to  these  plants? 

Mr.  Harvey.  I  so  understand  it,  since  I  have  been  to  Washington 
and  attended  these  hearings. 

Senator  Murray.  It  seems  to  me  that  is  a  highly  reasonable  method 
of  handling  it.  It  is  a  method  which  has  been  in  operation  in  this  coun- 
try for  a  century  or  more.  I  know  that  it  is  the  method  in  the  mining 
industry — of  leasing  mining  properties  and  selling  them  on  a  basis 
of  percentage  of  profits.  I  know  of  a  number  of  such  contracts  in 
operation. 

Mr.  Gallagher.  With  respect  to  the  question  brought  uj)  by  Mr. 
Gumbel  about  the  attitude  of  the  RFC  with  respect  to  leasing  with 
options  to  purchase,  is  it  not  true  that  it  is  recommended  in  the  Surplus 
Property  Board's  report  to  Congress  that  these  plants  be  leased  with 
an  option  to  purchase,  and  if  Congress  does  not  take  exception  to  that 
recommendation  within  the  time  limit  now  set,  will  RFC  not  be  in  the 
position  to  lease  with  option  to  purchase  ? 

Mr.  Gumbel.  I  was  under  the  impression,  though,  that  that  recom- 
mendation applied  specifically  to  the  alumina  and  reduction  plants. 

Mr.  Harvey.  And  not  to  the  small  fabricating  plants  ? 

Mr.  Gumbel.  Except  under  special  conditions. 

Mr.  Harvey.  I  don't  know  what  the  special  conditions  are. 

Mr.  BoRCHARDT.  I  do  not  think  there  is  any  distinction  made  in  the 
report  with  respect  to  alumina  and  aluminum  plants  and  fabricating 
plants  as  far  as  leasing  with  options  are  concerned. 

Mr.  Gumbel.  There  are,  I  think,  20  objectives  in  the  Surplus  Prop- 
erty Act,  and  in  considering  any  proposal  we  have  to  see  how  it  fits  in 
with  all  the  diflPerent  objectives  of  the  act.  If  such  a  proposal  would 
best  fit  the  objectives  of  the  act,  it  would  be  acceptable. 


Dr.  Anderson.  Mr.  Harvey,  you  mentioned  a  number,  several  hun- 
dreds, of  fabricators  of  light  metals  in  the  Los  Angeles  area,  many  of 
whom  are  now  facing  problems  similar  to  yours  concerning  reconver- 
sion and  postwar  plans  of  operation. 

You  came  all  the  way  to  Washington.  No  other  independent  opera- 
tor has  come  before  the  committee  from  the  Los  Angeles  area.  No 
spokesman  has  come  for  the  group.  I  was  wondering,  in  your  expe- 
rience to  date,  whether  you  knew  the  experience  of  the  other  men  in 
the  field,  and  whether  the  Government  mechanism  of  advertising  these 
plants  for  sale,  for  lease,  or  for  disposal,  and  steps  taken  after  such 
announcement,  are  adequate  to  enlist  the  interest  and  further  the  needs 
of  the  several  hundred  businessmen  of  your  area  ? 

people  do  not  know  how  PLANTS  WILL  BE  OFFERED  FOR  SALE 

Mr.  Harvey.  To  answer  your  question,  in  all  fairness  to  RFC,  the 
plants  have  only  recently  been  declared  surplus ;  and  in  discussing  it 
with  their  engineers  and  representatives,  they  have  been  most  coop- 
erative and  courteous  to  us  and  all  the  people  I  know  they  have 
contacted. 

But  the  report  has  just  been  filed.  Theoretically,  on  October  21, 1 
think  it  was,  they  could  go  ahead  and  make  some  kind  of  a  firm  com- 
mitment, and  the  thing  has  been  hanging  fire.  The  people  in  Los 
Angeles  and  through  that  area  have  been  cooperative  and  have  shown 
anyone  that  had  any  interest  at  all  in  these  plants  every  courtesy,  and 
I  have  talked  to  them  myself  and  to  a  number  of  people  who  have 
inspected  these  plants.  But  the  people  do  not  know  how  they  are 
going  to  be  offered;  they  don't  know  how  to  start  meeting  theiii,  so 
to  speak. 

Senator  Revercomb.  Have  they  made  inquiries  of  RFC  about  how 
to  do  that? 

Mr.  Harvey.  They  have  made  inquiries  of  RFC.  For  example,  on 
the  particular  plant  I  am  interested  in,  they  said,  "Submit  us  an 
offer."  Well,  time  is  of  the  essence.  You  have  got  to  have  something 
to  do.  My  policy  has  always  been,  and  the  reason  I  came  back  to 
Washington  is,  that  I  want  to  sit  down  with  the  person  who  has 
authority  to  say  "Yes"  or  "No."  That  is  what  I  am  looking  for,  the 
"Yes"  or  "No"  man. 

Mr.  Gallagher.  There  is  no  such. 

Mr.  Harvey.  Maybe  I  am  naive,  but  in  small  business  that  is  what 
you  have  to  have.  By  the  time  a  man  goes  to  too  many  people,  he 
will  dissipate  his  efforts ;  he  has  lost  his  time. 

Mr.  Goldschmidt.  Mr.  Chairman,  I  would  like  to  ask  Mr.  Harvey  a 
question.  We  are  naturally  very  much  interested  in  the  development 
of  fabricating  plants  on  the  west  coast  because  of  their  effect  upon 
our  power  system  out  there,  and  I  was  wondering  whether  the  question 
of  disposal  of  aluminum  reduction  plants  had  any  bearing  on  whether 
or  not  you  said  "yes"  or  "no"  in  the  purchase  of  a  fabricating  plant. 

Mr.  Harvey.  It  would  not  have  any  bearing  at  all. 

Mr.  Goldschmidt.  In  other  words,  you  would  be  willing  to  buy  the 
fabricating  plant  whether  you  had  to  get  your  raw  material  in  New 
York  or  not  ? 

Mr.  Harvey.  That  is  correct.  You  see,  there  is  an  independent 
source  for  the  material  that  you  might  use,  and  that  is  the  scrap 
dealers  in  the  country,  because  there  is  a  tremendous  accumulation 
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of  scrap  from  private  industry  and  Government  surplus.  That  scrap- 
hanging  over  the  market,  in  my  opinion,  is  one  of  the  big  bugaboos- 
for  anybody  undertaking  operation. 

Mr.  Anderson.  So  you,  in  effect,  have  a  competitive  supply  avail- 
able to  you,  and  you  are  not  reduced  to  the  position  of  being  dependent 
entirely  upon  the  Aluminum  Co.  for  your  materials  ? 

Mr.  Harvey.  We  would  be  competitive  for  two  reasons :  One  is 
because  we  have  an  independent  source,  which  is  scrap  available,  not 
manufactured  by  the  Aluminum  Co, ;  and  second,  we  believe,  as  a  small 
business,  we  operate  more  efficiently  and  eccmomically  than  a  large 
corporation,  and  we  believe  if  we  purchase  at  the  same  price  which 
Alcoa  charges  by  itself,  per  unit,  that  we  can  fabricate  at  a  lower 
cost  than  Alcoa  can. 

Mr.  DeLuccia.  Does  the  cost  of  power  make  any  difference  to  you 
in  your  fabrication  as  between  your  ability  to  produce  in  the  West 
and  in  the  East  ? 

Mr.  Harvey.  To  answer  your  question,  I  would  say  "yes"  and  "no.'^ 
For  instance,  the  Bone  plant,  I  am  advised,  has  a  minimum  stand-by 
of  some  $6,000  a  month.  That  is  a  charge  whether  they  use  the  power 
or  not,  which  I  think  is  fundamentally  unfair  to  an  industry.  They 
should  be  charged  on  the  basis  of  consumption.  On  that  kind  of 
charge,  where  you  have  the  contract  for  your  power  whether  you  use 
it  or  not,  it  would  cost  around  $70,000  to  $80,000  just  to  own  the  key 
to  the  place,  and  in  that  case  it  would  be  a  handicap. 

There  is  another  problem  involved  there,  which  happens  to  be  city- 
taxes.  Our  municipality  thought  that  the  Government  plant  was  a 
good  source  of  revenue  and  slapped  on  what  we  think  would  be  an  unfair 
tax.  They  charged  $136,000  on  the  property  of  the  Bone  Aluminum 
Corp.  In  other  words,  with  a  stand-by  charge  of  the  municipality  for 
power  and  the  taxes  for  the  muncipality,  to  own  the  key  to  that  plant 
would  cost  a  quarter  of  a  million  dollars  a  year,  which,  to  me,  is  an 
undue  charge  upon  small  business. 

Dr.  Anderson.  Is  that  tax  charge  run  through  the  wringer  of  State 
equalization  so  it  is  in  line  with  other  charges  for  industrial  properties? 

Mr.  Harvey.  No  ;  it  has  not  been,  but  there  is  one  other  problem  in 
connection  with  it.  In  order  to  seek  more  revenue,  the  assessor  has 
increased,  in  my  opinion  unduly,  the  assessed  valuation  of  the  plant  by 
considering  as  the  valuation  the  cost  to  the  Government  of  the  facili- 
ties. We  all  realize  that  is  an  inflated  cost,  and  although  they  are  not 
supposed  to  charge  for  machinery  because  it  is  Government-owned 

Eroperty,  they  included  the  cost  of  foundations,  piping,  wiring,  and 
eavy  equipment  that  could  not  be  moved  without  being  basically  dis- 
mantled as  part  of  the  assessed  valuation  of  the  building.  I  think 
before  any  one  of  these  operators  consider  the  operation  of  any  on& 
of  these  plants,  a  large  Government  plant  which  you  cannot  use  to  full 
capacity,  one  of  the  very  material  considerations  is  the  assessed  valua- 
tion for  taxation  thereon  by  the  local  authorities. 

Senator  Revercomb.  You  have  a  local  problem,  then,  with  your  local 
authorities  so  acting  upon  the  subject  of  taxation  as  to  drive  industry 
away. 

excessive  local  taxes  in  LOS  ANGELES  DETERS  TVOULD-BE  LESSEES 

Mr.  Harvey.  The  report  that  I  have  here  of  a  taxpayers'  association 
states  that  one  of  the  reasons  that  the  lessee  of  the  plant  in  Los  Angeles 


gave  up  the  plant  was  because  of  the  excessive  taxation  charged  by  the 
city.  In  talking  with  the  manager  of  the  plant,  where  I  got  my  figures 
on  the  stand-by  charge,  he  said  it  was  unreasonable  for  them  as  a  com- 
pany to  pay  a  quarter  of  a  million  dollars  to  the  city  for  taxation  and 
power  merely  to  own  the  keys  to  the  place. 

Senator  Revercomb.  Can  there  be  local  relief  from  that? 

Mr.  Har\^y.  I  understand,  sir,  that  you  can  appeal  to  the  board  of 
equalization  for  relaxation,  and  the  bureau  of  power  and  light  has  a 
representative  here,  and  he  has  assured  us  that  they  will  negotiate  and 
entertain  some  kind  of  reduction  for  power. 

Mr.  BoRCHARDT.  You  have  listened  to  the  presentation  of  the  other 
witnesses  during  the  last  week.  Your  situation  is  somewhat  different 
from  the  situation  of  the  other  companies  which  are  interested  in  leas- 
ing or  purchasing  the  alumina  or  aluminum  plants  or  aluminum-re- 
duction plants. 

Your  proposal,  which  you  made  to  the  committee,  does  not  suggest 
any  kind  of  a  guaranty  against  losses  of  working  capital  and  does  not 
suggest  any  kind  of  a  purchasing  of  metal,  so  that  an  entirely  different 
situation  is  presented  here  to  the  committee  from  the  situation  presented 
yesterday  and  the  day  before  yesterday. 

Mr.  Harvey.  I  made  no  formal  proposal,  sir,  but  it  does  differ  in 
that  niy  thought  in  the  matter  of  what  small  business  would  want 
would  not  be  a  stock  pile  of  material,  but  it  may  contemplate  that  they 
would  desire  to  have  a  stock  pile  of  the  material  which  the  Government 
has  as  surplus  from  war  canceled  contracts  available  to  it  for  its 
fabrication,  which  would  be  a  method  of  supplying  at  competitive 
costs.  But  the  cost  to  the  Government  would  not  be  a  loss,  since  I 
think  most  operators  would  be  willing  to  pay  the  current  going  market 
price. 

Mr.  BoRCHARDT.  That  would  be  a  question  of  selling  of  surpluses 
on  the  part  of  the  Government  rather  than  acquiring  unneeded  ma- 
terials? 

Mr.  Harvey.  That  is  right,  sir. 

Mr.  GoLDSCHMiDT.  Do  you  use  aluminum  in  ingot  form  ? 

Mr.  Harvey.  Yes ;  the  aluminum  is  used  in  ingot  form  and  put  into 
the  smelting  furnaces  and  may  be  reduced  into  the  following  forms: 
either  in  permanent  mold  form,  a  sand  casting,  an  extrusion,  or  die 
casting. 

Senator  Murray.  Does  that  conclude  your  statement? 

Mr.  Harvey.  Yes,  sir. 

Senator  Murray.  Thank  you  very  much. 

The  next  witness  will  be  Mr.  E.  F.  Scattergood,  of  Los  Angeles 

Water  and  Power  Department. 

< 

STATEMENT  OF  E.  F.  SCATTERGOOD,  ADVISORY  ENGINEER,  ACCOM- 
PANIED BY  S.  B.  ROBINSON,  CHIEF  ASSISTANT  CITY  ATTORNEY 
FOR  WATER  AND  POWER,  AND  NORTHCUTT  ELY,  SPECIAL  COUN- 
SEL, LOS  ANGELES  WATER  AND  POWER  DEPARTMENT,  LOS 
ANGELES 

Mr.  Scattergood.  My  name  is  E.  F.  Scattergood,  advisory  engineer, 
Department  of  Water  and  Power  of  Los  Angeles,  Calif. 

I  have  prepared  a  comparatively  short  statement  of  four  pages. 
Because  of  my  present  condition  for  a  few  days,  not  being  able  to  read 
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readily,  I  am  going  to  ask  that  the  attorney,  Northcutt  Ely,  read  par- 
agraph by  paragraph  as  though  I  did  it  myself,  and  questions  may  be 
asked  as  may  be  desired  as  we  go  along. 

Senator  Murray.  That  will  be  perfectly  proper. 

ESTIMATED    THAT    PEACETIME    INDUSTRIAL    MARKET    FOR    ALUMINUM    IN 
PACIFIC  COAST  WOULD  C0NSU3IE  12  0,000,000  POUNDS  ANNUALLY 

Mr.  ScATTERGOOD.  First  off,  Mr.  Chairman,  I  wish  to  mention,  so 
that  in  going  over  the  statement  these  points  may  perhaps  be  clearer, 
that  in  the  Los  Angeles  or  southern  California  area  there  is  an  existing 
market,  a  conservatively  estimated  market  for  aluminum  for  the  im- 
mediate and  continuing  future.  That  is,  immediate  within  a  year  or 
two  perhaps  of  development.  The  market  is  estimated  by  those  inde- 
pendent of  our  department  and  city  for  the  Pacific  coast,  as  I  under- 
stand it,  and  our  department  engineers  and  business  agent  feel  it  is 
conservative,  at  120,000,000  pounds  of  aluminum  per  year  of  which 
some  15,000,000  would  be  in  the  Northwest  and  105,000,000  in  the 
Pacific  Southwest. 

The  market,  being  there  an  integrated  aluminum  industry  complete, 
as  is  contemplated  by  these  committees,  Mr.  Chairman,  would  be  free, 
to  the  extent  of  the  capacity  corresponding  to  the  market  available  to 
such  production  and  fabricating  industries  in  that  area,  of  transporta- 
tion charges  in  competing  for  the  local  market. 

Incidentally,  the  Federal  Government — in  the  application  of  the 
principles  that  have  been  set  out  in  the  three  reports  spoken  of  here 
by  the  Director  of  Surplus  Property  Disposal,  the  Attorney  General, 
and  the  interim  report  of  the  Small  Business  Committee — would  not 
have  to  take  into  account  transportation  for  an  integrated  aluminum 
industry  of  the  magnitude  of  100,000,000  pounds  per  year  or  more. 
The  industry  would  have,  as  a  basis  of  give-and-take  in  their  financial 
experiences,  that  differential  of  transportation,  and  I  would  call  at- 
tention to  the  fact  that  transportation  of  aluminum  is  a  very  substan- 
tial item  because  the  products  of  semifabricated  aluminum  from 
an  extrusion  plant  or  rod  plant  or  sheet  rolling  mill,  have  to  be  crated. 
It  costs  to  crate.  It  is  light  in  proportion  to  bulk,  and  must  be  trans- 
ported by  first-class  freight,  and  so  the  freight  is  heavy  in  proportion 
to  durable  goods  generally. 

In  the  Los  Angeles  area,  Mr.  Harvey  has  clearly  expressed  in  his  very 
apt  and  important  statement  the  conditions  of  the  area  for  the  bene- 
fit of  your  committee,  and  his  statement  was  exceedingly  pertinent. 
It  relates  to  developments  for  the  market  available,  some  of  which  may 
be  the  Pacific  ports  in  the  comparatively  near  future,  and  the  main 
part  of  it  for  consumption  locally. 

In  that  area,  as  Mr.  Harvey  has  stated,  there  is  industrial  leadership, 
commercial  leadership,  and  skilled  workmen  as  a  body  ready  and 
available  for  operations. 

In  the  development  of  plants  of  all  kinds  in  the  Los  Angeles  area, 
for  furtherance  of  the  war,  400,000  or  500,000  people  came  in  there, 
and  a  large  part  of  them  were  trained  there,  and  we  understand  the 
shutdown  was  due  to  the  influence  of  the  War  Manpower  Commission. 

We  are  confident  that  we  are  right  in  the  expression  that  the  pur- 
poses, as  we  understand  them  of  the  Congress,  in  enacting  the  antitrust 


law  and  the  Disposal  of  Surplus  Property  Act,  and  of  your  commit- 
tees, the  Attorney  General  and  the  Surplus  Property  Director,  are 
employment  in  the  near  immediate  future,  as  well  as  competition — 
whichj  of  course,  is  saying  in  part  the  same  thing  indirectly,  because  it 
would  result  in  employment. 

In  the  Los  Angeles  metropolitan  area,  first  off,  and  later  extending 
throughout  the  Pacific  Southwest,  through  the  influence  of  our  de- 
partment of  water  and  power  in  essentially  providing  the  water  and 
the  electric  power  at  much  below  the  average  cost  of  those  utilities 
in  the  country,  there  have  been  built  up  very  many  small  businesses 
and  industries  with  consequent  large  employment.  There  are  some 
6,250  small  industries  in  the  immediate  Los  Angeles  area.  Of  those, 
perhaps  400  or  500  might  be  considered  as  intermediate  in  size,  but 
only  a  very  few  of  them  would  be  termed  large  industries. 

LOS  ANGELES  URGED  AS  MOST  ECONOMICAL  WEST  COAST  LOCATION  FOR  BASIC 

INDUSTRY  PLANTS 

There  is  need  there  for  the  expansion  in  numbers  and  in  capacity 
of  operation — for  the  thrift,  happiness,  and  employment  for  all  these 
skilled  men  and  others — some  basic  industry  products,  of  which  alum- 
inum is  one  and  perhaps  the  most  conspicuous  one. 

We  are  here  in  Washington  considering  the  continuance  of  those 
plants  that  have  been  there  during  the  war  in  the  West,  in  Utah,  and 
California  in  particular. 

From  what  I  understood  from  the  reports  referred  to,  alumina  can 
be  produced  in  Los  Angeles  cheaper  than  in  the  Northwest  because  of 
several  conditions,  fuel  for  heating  being  one  of  the  more  important 
ones.  The  differential,  according  to  the  best  estimates  of  able  engi- 
neers that  have  worked  at  it  for  a  long  time,  is  $4  a  ton  for  aluminum 
ingot. 

An  aluminum  rolling  mill  of  60,000,000  pounds  per  year  capacity, 
for  postwar  purposes  and  diversity  of  products — which  unfortunately 
was  not  located  there  at  the  time  they  were  located  for  war  purposes — 
can  be  operated  in  Los  Angeles  for  $300,000  or  $350,000  a  year  less 
than  in  Spokane,  for  example.  I  just  mention  that  as  a  matter  of 
information  which  may  be  of  some  service.  The  aluminum  reduction 
plant  at  Boulder  power  cost,  transmitted  and  delivered,  reverses  the 
rolling  mill  approximately  50-50  or  100  percent  and  offsets  it.  The 
net  set-up  then  would  compare  favorably  as  an  integrated  industry. 

As  to  the  fabrication  for  the  market,  there  are  small  industries  which 
are  available  there,  and  they  will  multiply  if  an  aluminum  integrated 
industry  is  worked  out.  Aside  from  adjustment  in  rentals  or  sale 
prices,  in  accordance  with  its  expressed  policies,  all  the  Government 
need  do  in  order  to  be  sure,  of  an  integrated  aluminum  industry  work- 
ing out,  with  proper  consideration  on  the  part  of  those  that  may  be 
interested — for  the  purposes  of  a  reduction  plant,  only  would  be  an 
equivalent  of  putting  Boulder  power  on  the  basis  of  Bonneville  power 
as  it  is  today.  There  is  nothing  more  needed  and  the  Government 
wouldn't  need  to  buy  any  aluminum  pig  unless  it  wanted  to,  in  which 
case  another  pot  line  could  be  operated.  Two  pot  lines,  probably, 
would  be  sufficient  for  the  purposes  that  I  have  visualized,  along  with 
the  60,000,000-pound-per-year  aluminum  sheet  rolling  mill,  because 
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all  other  fabrication  would  be  taken  care  of  by  small  business,  and 
small  industries  would  multiply  in  an  area  that  had  been  deliberately 
planned  for  small  business  and  small  industry  by  placing  it  in  five  or 
six  different  locations  in  the  open  where  the  workmen  have  to  a  large 
degree  what  has  been  called  subsistence  homesteads  to  live  in  and  not 
slums. 

It  is  also  attractive  to  branches  of  big  business  which  are  being 
located  there. 

If  I  may  repeat,  you  don't  need  to  buy  any  pig  or  ingot,  and  you 
don't  need  to  pay  any  transportation  which  is  heavy  on  aluminum  from 
an  extrusion  mill  to  a  market,  or  for  pig  from  a  reduction  plant  to  your 
stock  pile. 

An  adjustment  of  power  for  the  purpose  of  accomplishing  the  wishes 
of  this  committee  in  .making  employment  and  building  up  competitive 
centers  may  be  accomplished  without  anything  that  at  all  resembles 
a  subsidy.  It  is  simply  a  removal  of  a  discrimination  between  Govern- 
ment plants  with  respect  to  at  least  some  piece  of  business  in  which  the 
Government  is  interested. 

Personally,  I  cannot  understand  why  those  who  have  testified  here 
who  seem  so  interested  in  producing  aluminum  in  other  places  are  not 
interested  in  conditions  of  this  sort. 

With  those  remarks,  I  will  ask  Mr.  Ely  to  read  this  with  such  ques- 
tions as  any  of  you  may  desire,  which  I  will  attemjDt  to  testify  to, 
as  far  as  I  can. 

Senator  Murray.  We  appreciate  your  preliminary  remarks.  I 
think  you  have  made  a  very  valuable  suggestion. 

Mr.  Ely.  This  statement  is  entitled,  ^'Statement  presented  by  the 
department  of  water  and  power  of  the  city  of  Los  Angeles  before  the 
joint  committee  hearings  on  the  aluminum  plant  disposal  program 
of  the  Surplus  Property  Administration."    It  is  as  follows : 

As,  of  course,  the  members  of  the  committees  are  aware,  a  five-pot-line  alumi- 
num reauetion  plant  and  an  aluminum  extrusion  plant  belonging  to  the  Recon- 
struction Finance  Corporation  and  included  in  the  aluminum  plant  disposal  pro- 
gram are  situated  in  the  city  of  Los  Angeles,  Calif.  The  city  as  a  community, 
and  particularly  as  the  center  of  one  of  the  major  aluminum  using  areas  of  the 
country,  and  its  department  of  water  and  power  as  the  supplier  of  water  and 
electric  energy  to  those  plants,  are  vitally  interested  in  their  continuing  opera- 
tion for  the  furtherance  of  employment  and  more  advantageous  provision  of 
durable  goods  for  that  area. 

The  department  of  water  and  power  has  been  a  major  factor  in  the  economic 
development  of  that  city  and  in  influencing  such  development  throughout  southern 
California.  This  has  resulted  from  the  provision  of  an  ample  supply  of  water 
and  electric  energy  at  rates  to  the  conjUimer  which  are  low  as  compared  with 
the  national  average,  thus  encouraging  industrial  development— partiewlarly  the 
development  of  small  industries  in  whi/^h  the  ratio  of  the  number  of  workers 
employed  to  the  volume  of  business  is  high.  This  in  turn  has  encouraged  devel- 
opment of  commercial  enterprises  and  the  maintenance  of  a  high  standard  of 
living. 

Through  long-range  planning  these  water  and  power  supplies  have  never  failed 
in  meeting  the  demand  even  under  the  stress  of  war  production  and  rapid  popula- 
tion growth.  Similarly,  planning  is  now  in  progress  looking  to  future  years  to 
the  end  that  they  may  be  provided  well  ahead  of  requirements  and  industry  may 
have  the  assurance  of  a  continuing  ample  supply  of  these  necessities. 

The  relative  importance  of  smaller  plants  within  tbe  city  of  Los  Angeles  is  indi- 
<'ated  by  the  fact  that  there  are  approximately  6,250  plants  engaged  in  manufac- 
turing, of  which  5,775  are  definitely  in  the  small-plant  category,  and  the  balance 
are  larger  plants,  although  only  a  few  of  them  would  be  regarded  as  coming  within 
the  "big  business"  category.    Before  the  war  they  were  lacking  the  means,  locally, 


of  providing  products  of  the  larger  basic  industries.  It  is  essential,  therefore, 
that  all  possible  encouragement  sliould  be  given  to  the  establishment  of  plants 
producing  basic  or  semifinished  products  to  supply  the  multitude  of  smaller  plants 
which  will  engage  in  their  fabrication  for  the  local  market  as  well  as  export  to 
South  America  and  to  the  Pacific.  For  this  reason  the  importance  of  an  inte- 
grated aluminum  industry  cannot  be  too  strongly  stressed.     ^     ^    ,     . 

The  cost  of  producing  aluminum  at  the  Los  Angeles  plant  during  the  war 
was  high  because  of  several  conditions  prevailing  at  the  time.  Among  tlie»e 
was  the  fact  that  the  plant  was  operated  at  only  partial  capacity,  although  full 
operation  had  been  provided  for.  Another  fact  was  that  the  cost  of  electric 
power  was  necessarily  high  for  this  reason  and  the  further  reason  that  B.»ulder 
Dam  power,  which  had  been  expected  to  be  available,  was  in  large  part  diverted 
to  the  operation  of  the  magnesium  plant  near  Las  Vegas,  Isev.,  resulting  in  the 
necessity  for  generating  a  substantial  part  of  the  electric  energy  for  the  alumi- 
num plant  at  steam  electric-generating  plants.  All  of  this  is  set  forth  in  a  letter 
dated  October  5,  1945,  from  Samuel  B.  Morris,  general  manager  and  chief  engi- 
neer of  the  department  of  water  and  power,  addressed  to  the  Honorable  James 
E  Murray  chairman  of  the  Senate  Small  Business  Committee,  and  the  docu- 
ment submitted  with  that  letter,  copies  of  which  are  tiled  herewith. 

SOURCES  OF  POWER  AVAILABLE  TO  LOS  ANGELES 

Senator  Revercomb.  How  do  you  generate  your  power  in  Los 

A-Uffeles  ^ 

Mr  ScATTERGOOD.  The  city  municipal  bureau  of  power  and  light 
gets  something  more  than  half  its  power  from  the  Boulder  power 
plant.  We  operate  the  generators  ourselves  that  supply  the  power  for 
our  uses  and  other  public  agencies.  ^  ^   u  i. 

Southern  California  Edison  Co.,  outside  the  city,  gets  a  part,  but 
a  smaller  part  of  its  power.  . 

We  have  other  hydroelectric  plants  along  our  own  aqueduct  m 
conjunction  with  the  Los  Angeles  water  supply,  and  we  have  some 

steam  capacity.  .  ,    .  •  -^  i.  j 

Senator  Revercomb.  To  what  extent  is  your  electricity  generated 

through  steam  ?  i  •  j   ^     j 

Mr.  ScATTERGOOD.  At  the  present  time  only  some  peaking  and  stand- 
by. During  the  operation  of  these  war  plants,  in  addition  to  all  the 
rest,  there  was  about  20  percent  of  it  at  times  generated  by  steam. 

Senator  Revercomb.  Where  do  you  get  your  coal  ? 

Mr.  ScATi^RGOOD.  We  get  oil  fuel. 

Senator  Revercomb.  You  use  oil  as  fuel  ? 

Mr.  ScATTERGOOD.  Yes ;  and  we  get  that  locally. 

Senator  Revercomb.  It  is  more  costly  to  generate  by  oil  than  by 

your  hydro  plants  ? 

Mr.  ScATTERGOOD.  At  the  present  prices  of  oil ;  yes. 
Mr.  Ely  (continuing)  :  * 

•  As  stated  in  that  letter  the  Los  Angeles  Department  of  Water  and  Power  is 
now  prepared  to  suggest  a  rate  for  aluminum  reduction,  in  connection  with  an 
integrated  aluminum  industry,  including  a  sheet-rolling  mill,  of  $1.75  per  kilo- 
watt of  demand  per  month,  for  two  pot  lines,  for  a  period  of  3  years.  This  is 
based  on  the  availability  of  a  supply  of  lower  cost  hydroelectric  energy  not  yet 
marketed  which  can  be  made  available  for  aluminum  production  for  that  period 
of  time.  This  charge  would  result  in  a  rate  of  2.5  mills  per  kilowatt-hour  for 
700  hours  per  month  use  of  the  demand.  This  suggestion  contemplates  that 
^fter  the  3-year  period  the  normal  schedule  will  be  applicable  and  will  provide 
a  rate  of  $2.10  per  kilowatt  of  demand  per  month  which  would  result  in  a  rate 
of  3  mills  per  kilowatt-hour  for  such  700  hours  per  month  use  of  the  demand. 

Because  of  the  cost  of  producing  energy  and  the  long  distance  of  transmission 
it  is  not  feasible  to  develop  a  rate  as  low  as  the  cost  to  Alcoa  in  Tennessee,  for 
example. 
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The  department  of  w^ter  and  power  of  Los  Angeles  most  heartily  endorses 
the  policies  expressed  in  the  report  of  Surplus  Property  Administrator  Symington 
to  Congress  dated  September  21,  1945,  the  Report  of  Attorney  General  Clark  on 
the  Aluminum  Industry,  and  the  Interim  Report  of  the  Surplus  War  Property 
Subcommittee  of  the  Small  Business  Committee  of  the  Senate  and  desires  to 
cooperate  in  every  possible  way  to  the  end  that  an  integrated  aluminum  industry 
may  be  maintained  in  the  Los  Angeles  area  under  terms  and  conditions  which 
are  in  harmony  with  the  policies  so  set  forth. 

From  the  enactment  by  Congress  of  the  antitrust  and  surplus  property  acts 
and  from  the  policies  set  out  in  these  three  reports — clearly  for  the  purposes 
of  bringing  about  a  condition  of  competition  and  eliminating  the  ill  effects  of 
monopoly  from  the  standpoint  of  the  national  and  human  interest — we  under- 
stand that  it  is  the  intention  of  the  Congress  and  the  committees  and  agencies 
concerned  to  make  possible  the  establishment  on  a  competitive  basis  of  inte- 
grated aluminum  production  and  fabrication  in  various  centers,  through  the 
application  of  every  appropriate  means  available  to  the  Government.  We  have 
in  mind,  more  specifically,  that  in  fixing  rentals  for  the  aluminum  reduction 
plant  in  Los  Angeles  there  might  be  taken  into  account  the  lower  investment 
in  plants  of  the  Aluminum  Co.  of  America  established  before  the  war  in  Ten- 
nessee ;  the  fact  of  the  company  being  placed  in  a  position  of  ability  to  liquidate 
a  considerable  part  of  such  costs  from  operations  during  the  war  period;  and 
the  differential  between  the  cost  of  power  transmitted  from  the  Federal  Boulder 
Canyon  project  and  the  power  cost  to  the  company  in  Tennessee. 

Also  that  the  Government  would  be  in  a  position  to  furnish  alumina  to  inde- 
pendents from  its  stockpile  in  Arkansas,  at  competitive  prices,  pending  the 
working  out,  with  the  aid  of  Federal  research  organizations  and  understandings 
with  foreign  nations,  of  the  availability  of  bauxite  for  use  in  alumina  plants 
that  may  be  established  as  a  part  of  such  integrated  aluminum  projects  in  the 
comparatively  near  future. 

We  believe  the  Congress  and  the  members  of  the  committees  have  fully  in 
mind  the  further  purpose,  incidental  to  reasonably  stabilizing  the  future  price 
of  aluminum  for  the  betterment  of  the  national  and  human  interest,  of  bringing 
about  justification  for  the  establishment  of  thousands  of  small  fabricating 
plants,  with  their  comparatively  large  ratio  of  employment,  in  every  competi- 
tive center  and,  perhaps  in  lesser  degree,  throughout  every  section  of  the 
country. 

In  addition  to  the  presently  existing  plants,  operation  by  an  independent 
producer,  and  complete  integration  of  the  aluminum  industry  requires  a  source 
of  alumina  close  to  the  southern  California  area,  and  a  sheet  mill,  both  of  which 
will  require  capital  investment  in  addition  to  working  capital,  as  distinguished 
from  the  reduction  and  extrusion  plants  which  may  be  operated  under  leasing 
arrangements.  It  is  hoped  that  every  assistance  #ill  be  given  by  the  Washington 
agencies  involved  so  that  such  financing  may  be  attractive  to  independent  oper- 
ators and  that,  to  the  extent  that  may  be  practical  equipment  now  located  else- 
where may  be  made  available  for  use  in  the  Los  Angeles  area,  as  contemplated 
by  the  reports  now  before  these  committees. 

We  feel  there  is  ample  justification  for  presenting  these  suggestions  to  your 
committees  respecting  establishment  of  an  integrated  aluminum  project  in  the 
Los  Angeles  area  in  the  fact  that  an  aluminum  rolling  mill  can  be  maintained 
and  operated  in  that  area  on  a  very  favorable  competitive  basis  aside  from  the 
advantage  in  transportation  costs  in  furnishing  its  local  and  prospective  foreign 
markets,  and  in  the  further  fact  that  the  Los  Angeles  area  is  a  natural  point  for 
such  an  integrated  operation,  as  it  is  not  only  the  center  of  the  aluminum  market 
in  the  west — in  part  because  of  the  extensive  use  in  airplane  production — but 
also  because  the  area  provides  other  favorable  factors,  such  as  an  ample  and 
skilled  labor  supply,  desirable  living  conditions  and  forward-looking  commun- 
ity leaders. 

Conservative  estimates  indicate  that  there  can  be  no  question  as  to  the  ade- 
quacy of  the  market  for  an  integrated  aluminum  industry  centered  in  the  Los 
Angeles  area.  There  is  attached  a  tabulation  prepared  by  the  business  agent's 
division  of  the  department  of  water  and  power  in  collaboration  with  industrial 
leaders  and  interested  civic  groups  indicating  for  California  and  the  Pacific 
Southwest  a  market  of  105,800,000  pounds  of  aluminum  per  annum.  This  quan- 
tity is  predicated,  of  course,  on  a  stable  price  on  aluminum  resulting  from  free 
competition.  Particular  attention  is  called  to  the  notes  appearing  on  the  state- 
ment referred  to.  -  • 
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Facts  relating  to  the  general  prewar  industrial  development  in  the  Los 
Angeles  area  may  be  illuminative  in  the  consideration  of  the  possibilities  for 
an  integrated  aluminum  industry  in  that  area.-  The  prewar  place  of  the  Los 
Angeles  area  in  various  lines  of  industry  is  shown  by  the  following  table. 

PLACE  IN  INDUSTEY 

First  in  oil  tool  manufacturing. 

First  in  airplane  manufacturing. 

Second  in  automobile  assembly. 

Second  in  tire  fabrication. 

Third  in  food  packing  and  processing. 

Fourth  in  apparel  manufacturing. 

Fourth  in  furniture  manufacturing. 

Within  recent  months  qualified  industrial  engineers  of  the  department  of 
water  and  power  of  the  city  of  Los  Angeles  have  made  analyses  of  the  costs  of 
aluminum  production  and  related  actitvities  in  the  Los  Angeles  area  and  else- 
where. An  analysis  of  certain  of  such  costs  as  between  the  Los  Angeles  area  and 
the  Pacific  Northwest  can  be  available  in  Washington  within  a  few  days  and  if 
desired  will  be  filed  with  the  committee.  While  it  is  fully  realized  that  these 
committees  must  consider  many  factors  relating  to  costs  in  places  other  than 
Pacific-coast  areas,  it  is  believed  that  the  analysis  last  referred  to  may  be  of 
some  interest  to  the  committees  and  to  those  who  may  be  considering  the  possi- 
bility of  engaging  in  aluminum  industry  in  the  Los  Angeles  area. 
\  (Signed)     E.  F.  Scattergood, 

Advisory  Engineer. 

Annexed  hereto  are  letters  addressed  to  the  Honorable  James  E. 
Murray,  chairman,  dated  October  5,  signed  by  Samuel  B.  Morris, 
general  manager  and  chief  engineer ;  also  a  letter  dated  October  5  to 
Senator  Murray  signed  by  E.  F.  Scattergood,  advisory  engineer ;  and 
an  estimate  of  market  for  aluminum  for  Pacific  Southwest  industries, 
signed  by  Charles  C.  Snyder,  business  agent. 

(The  documents  referred  to,  read  as  follows :) 

OoTOBiCB  5, 1945. 

Hon.  James  E.  Mubbay, 

Chairman,  Special  Committeo  to  Study 
ProUems  of  American  Small  Business, 

Senate  Office  Building,  Washington,  D.  C. 
Attention  of  Mr.  Dewey  Anderson,  executive  secretary. 

Gentlemen  :  Inquiries  have  been  made  on  behalf  of  your  committee  by  your 
executive  secretary,  Mr.  Dewey  Anderson,  and  by  representatives  of  institutions 
interested  in  aluminum  production  and  fabrication  for  information  regarding 
the  extent  of  the  power  supply  and  cost  of  the  same  for  ^aluminum  reduction 
plants,  in  particular,  in  Los  Angeles.  An  additional  request  was  for  clarification 
of  the  testimony  given  before  your  committee  to  the  effect  that  power  for  alumi- 
num reduction  in  Los  Angeles  cost  4.28  cents  per  pound. 

.  The  high  lights  of  negotiations  leading  to  the  former  contract  between  this 
department  and  the  Defense  Plant  Corporation,  together  with  the  basis  of  charges 
for  power  under  the  contract,  are  set  out  in  the  accompanying  statement  by  Ad- 
visory Engineer  E.  F.  Scattergood,  who  largely  negotiated  the  contract  on  behalf 
of  the  department. 

The  actual  charges  for  electric  power  of  the  highest  degree  of  reliability  and 
regulation  of  service  under  the  more  normal  conditions  of  plant  operation  during 
the  period  from  January  to  July,  1944,  averaged  2.9  cents  per  pound,  power  being 
delivered  to  the  Government  substation  at  132,000  volts.  This  does  not  include 
the  preferred  service  charge  which  was  applied  by  this  department  when,  at  the 
Government's  request,  it  was  necessary  for  us  to  provide  for  170,000  kilowatts 
instead  of  the  85*000  originally  planned.  The  Government's  request  to  provide 
for  the  increased  demand  was  made  at  approximately  the  same  time  that  the 
Government  allocated  a  portion  of  the  Boulder  power  to  the  magnesium  plant, 
which  further  complicated  our  ability  to  deliver  surplus  power.  The  preferred 
service  charge  amounted  to  an  average  of  0.7  cents  per  pound  during  the  normal 
plant  operation  mentioned  above.    The  total  cost  of  power  then  over  that  period 
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averaged  3.6  cents  per  pound.  The  report  of  the  Attorney  General  under  section 
205  of  the  War  Mobilization  and  Reconversion  Act  of  1944  contains  an  additional 
charge  of  approximately  U.4  cents  per  pound  for  power,  which  is  not  explained 
but  may  be  intended  to  cover  costs  for  power  losses  in  connection  with  the  Gov- 
ernment-owned substation.  However,  our  power  cost,  based  on  the  actual  cost  of 
energy  delivered  by  the  utility  and  power  costs  as  tabulated  in  the  Attorney  Gen- 
eral's report  contrast  appreciably  with  the  testimony  before  your  committee  that 
the  cost  was  4.28  cents  per  pound.  ^     ..     ,       • 

We  are  also  sensible  of  the  need  for  the  establishment  of  a  sheet  aluminum 
rolling  mill,  of  possibly  CO.OOO,000  pounds  yearly  capacity,  in  this  area.  The 
availability  of  sheet  aluminum  in  this  area  through  establishment  of  such  a 
mill  would  be  much  greater  than  through  its  production  and  shipment  from 
other  locations  either  in  the  Northwest  or  East.  Likewise  the  cost  resulting  from 
the  saving  in  freight  rates  would  be  much  lower.  Its  presence  here,  together 
with  existing  extrusion  and  other  aluminum  plants  now  located  here,  would 
greatly  encourage  the  use  of  aluminum  by  the  thousands  of  existing  small  in- 
dustries  and   the   establishment   of   additional   small    industries    in    southern 

California. 

The  Department  is  prepared  to  suggest  a  change  in  the  electric  rate  for  the 
aluminum  plant  provided  a  rolling  mill  be  established  here,  in  conjunction  with 
the  operation  of  the  extrusion  plant.  The  Department  would  then  provide 
electric  energy  for  two  pot  lines  for  a  period  of  3  years  at  the  reduction  plant 
under  an  electrochemical  schedule  at  a  rate  of  $1.75  per  kilowatt  of  demand, 
in  lieu  of  the  present  specified  rate  of  $2.1.0  per  kilowatt  of  demand  per  month. 
This  suggested  rate,  which  does  not  include  any  incremental  charge  for  pre- 
ferred service,  as  contained  in  the  original  contract,  would  result  in  a  production 
cost  for  power  of  2.5  cents  per  pound.  This  rate  is  predicated  on  the  present 
supply  of  surplus  hydroelectric  power  which  will  be  available  for  a  3-year 
period.  Also,  the  Department  is  prepared  to  negotiate  for  a  third  pot  line  under 
probable  conditions  of  its  being  supplied  primarily  from  steam  power. 

We  are  unable  to  check  the  power  costs  tabulated  in  the  Attorney  General's 
report  of  the  Spokane  and  Troutdale  plants,  which,  on  the  basis  of  10  kilowatt- 
hours  per  pound  of  aluminum  produced,  would  be  at  a  rate  less  than  that  in 
the  published  rates  of  the  Northwest  area.  This  power  cost,  seemingly  at  a 
lower  rate  than  those  published,  evidently  does  not  include  any  incremental 
amounts  in  addition  to  the  charges  made  by  the  electric  utility  such  as  appears 
to  be  added  to  the  power  cost  for  the  Los  Angeles  plant. 

Sincerely, 

(Signed)     Samuel  B.  Morris, 
General  Manager  and  Chief  Engineer. 


October  5, 1945. 

Hon.  James  E.  Murray, 

Chairman,  Special  Committee  to  Study  Prohlrtns  of  American  Small  Business, 
Senate  Office  Building,  Washington,  D.  C. 
(Attention  of  Mr.  Dewey  Anderson,  executive  secretary.) 

Gentlemen:  The  intense  interest  shown  and  commendable  work  of  your 
committee  in  encouragement  extended  to  small  business,  which  we  all  know 
.  is  essential  to  successful  readjustment,  and  the  interest  shown  in  aluminum 
production  and  fabrication  as  affecting  small  industry,  and  frequent  references 
from  many  sources  to  the  Los  Angeles  reduction  plant,  leads  me  to  believe  that 
a  brief  statement  respecting  negotiations  with  the  War  Production  Board 
and  the  Defense  Plant  Corporation  preliminary  to  the  power  contract  will  be 
of  interest,  particularly  in  conjunction  with  the  communication  of  date  by  the 
general  manager  and  chief  engineer  of  the  Department  of  Water  and  Power 
of  Los  Angeles,  Mr.  Samuel  B.  Morris,  setting  forth  past  and  proposed  electric 
power  charges  by  this  department  for  aluminum  reduction. 

In  June  1941  the  department  of  water  and  power  volunteered,  in  response 
to  the  Government's  SOS  call  for  power  for  aluminum  to  furnish  50,000 
kilowatts  at  approximately  3  mills  per  kilowatt-hour  under  normal  plant  opera- 
tion under  its  P-3  schedule,  except  that  it  would  be  "preferred  service"  as 
required  under  war  conditions. 
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Then  Washington  requested  that  we  raise  it  to  85,000  kilowatts,  and  Mr.  Krug 
was  notified  officially  August  19,  1941,  that  the  department  would  furnish 
85,000  kilowatts  at  said  rate. 

Then  the  department  learned,  quite  by  chance,  that  the  Interior  Department 
was  contemplating  for  use  a  large  block  of  Boulder  power  for  magnesium  pro- 
duction at  Las  Vegas. 

The  department  called  for  definite  information  regarding  the  intention  of 
the  Federal  Government  respecting  magnesium  production,  and  conferences  were 
held  in  Los  Angeles  January  14-17,  1942,  with  Mr.  Krug  and  representatives 
of  Defense  Plant  Corporation,  Department  of  the  Interior,  Metropolitan  Water 
District,  Edison  Co.,  and  department  of  water  and  power  present.  At  these 
conferences  power  for  magnesium  was  quite  definitely  set  up  and  limited  by 
statement  from  the  Interior  Department  and  the  i)ower  contractors,  the  Edison 
Co.,  and  department  of  water  and  power  waived  notice  under  tlieir  contracts 
in  the  interest  of  the  war  effort. 

Clearly  this  Federal  requirement  for  magnesium  left  the  situation  respecting 
I>ossibiUty  of  power  for  aluminum  production  in  Los  Angeles  in  a  substantially 
different  status. 

Then,  in  February,  Mr.  Bunker,  of  the  Aluminum  Branch,  notified  the  city 
of  jthe  necessity  of  establishing  five  pot  lines  for  aluminum  production  in  Los 
Angeles,  requiring  a  maximum  of  170,000  kilowatts. 

In  August  1941,  Mr.  Krug  and  a  representative  of  the  War  Department  came 
to  Los  Angeles  and  urged  the  Department  to  develop  the  Owens  River  Gorgje 
power,  a  water  power  readily  feasible  of  production  with  some  tunnel  work 
previously  done.  This  was  discussed  with  Defense  Plant  Corporation  with  a 
showing  that  it  would  cost  the  city  more  than  3  mills  for  such  a  quantity  of 
power  for  aluminum  reduction  because  of  the  large  block  of  Boulder  iiower  being 
taken  for  magnesium  and  the  necessity  of  developing  Owens  River  Gorge  or 
steam  or  both.  The  DPC  refused  to  contribute  toward  the  development  of  the 
Owens  River  Gorge  in  order  that  the  rate  might  remain  unchanged  for  the 
remaining  Boulder  power  and  the  Gorge  power.  Eventually  priorities  prevented 
its  development  so  that  a  consideiabe  i)ercentage  of  steam  power  was  required 
for  the  aluminum  plant. 

Accordingly  understandings  were  worked  out  with  DPC  by  which  the  city 
would  undertake  to  supply  power  for  the  five  pot  lines  with  a  provision  for  an 
increment  in  the  rate  corresponding  to  the  city's  average  cost  for  stand-by 
("preferred  service")  as  clearly  the  power  would  be  necessarily  preferred  power 
and  not  the  reverse  as  normally  contemplated  by  the  city's  P-3  s  hedule.  With 
the  expectancy  of  the  available  Boulder  power  the  city  had  previously  offered 
to  provide  up  to  85,000  kilowatts  of  preferred  service  without  any  increment 
for  stand-by,  but  with  power  taken  away  for  magnesium  and  the  demand  for 
aluminum  rediiction  being  increased  to  170,000  kilowatts,  it  was  utterly  impos- 
sible without  direct  loss  to  the  city. 

Furthermore,  it  became  necessary  to  provide  that  insofar  as  some  of  the 
five  pot  lines  might  necessarily  be  provided  fi'om  steam  x)Ower  there  would  be  an 
additional  charge  for  the  cost  to  the  department  of  providing  the  steam  power 
in  excess  of  the  rate  otherwise  received. 

It  is  clear  from  the  above  that  the  department  of  water  and  power  sought 
only  to  protect  itself  against  direct  loss  on  account  of  the  added  burdens  which 
the  Federal  Government  imposed  on  the  Boulder  power  plant  and  other  power 
supplies  available  to  the  department  with  which  to  fulfill  the  power  demands. 
It  is  worthy  of  note  that  complete  power  pooling  by  the  publicly  and  privately 
owned  utilities  of  southern  California  made  possible  the  availability  of  more 
than  500,000  kilowatts  of  power  for  war  purposes. 

Present  power  conditions  in  this  area  available  to  the  department  are  such 
that  it  can  undertake  to  supply  power  for,  certainly,  two  pot  lines  during  the 
next  5  years  and  presuniably  indefinitely.  Also,  that  such  power  supply  would 
be  of  such  a  reliable  character  as  to  not  justify  any  provision  for  stand-by,  that 
is,  preferred  service.  In  other  words,  the  power  would  be  of  sufficiently  high 
reliability  and  delivered  under  excellent  voltage  regulation  such  as  was  experi- 
enced by  the  former  lessee  whose  representatives  asserted  that  the  character 
of  power  supply  resulted  in  ability  to  produce  an  unusually  high  quality  of 
aluminum  at  lower  cost  because  of  the  permissible  operation  in  excess  of  rating. 
Respectfully, 

(Signed)     E.  F.  Scatter<^ood. 

Advisory  Engineer. 
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An  estimate  of  market  for  aluminum  for  Pacific  Southwest  industries 
Prepared  by  business  agent's  division,  department  of  water  and  power 

[Estimates  based  upon  information  obtained  from  local  and  national  markets  and  from 

executives  of  local  manufacturing  companies] 

Annual  quantity  of 
End  product :  aluminum,  pounds 

Airplanes 30, 000, 000 

Automobiles 50, 000, 000 

Furniture 2,  500,  000 

Auto  trailers 2, 000, 000 

Truck  trailers 3, 750, 000 

Residential  building  consti-uction  materials 2, 250,  000 

Commercial,  architectural  and  decorative  materials 5, 000, 000 

Cooking  utensils 5, 000, 000 

Aluminum  foil 1,000, 000 

Home  appliances 2, 350, 000 

Miscellaneous : 

Fixtures,  reflectors,  hardware,  aluminum  powders,  refrig- 
eration, pistons,  heaters,  containers  and  a  multitude  of 
extruded-pressed  and  die-cast  articles 2, 000, 000 

Total 1 105, 800, 000 

Notes  :  (1)  An  executive  of  a  local  extrusion  plant  states  that  he  surveyed  the  southern 
California  market  and  that  it  appears  his  company  could  obtain  orders  that  would  require 
10,000,000  pounds  of  aluminum  annually. 

(2)  Automotive  manufacturers  are  reluctant  in  converting  to  the  use  of  aluminum 
as  long  as  a  monopoly  exists.  The  item  of  50,000,000  pounds  for  use  in  the  automobile 
assembly  plants  is  based  upon  use  of  100  pounds  of  aluminum  per  car  assembled  in  Cali- 
fornia. Other  estimates  for  automobile  use  run  as  high  as  400  pounds.  Our  estimates 
are,  therefore,  conservative. 

(3)  Of  further  interest  with  respect  to  the  market  is  the  statement  of  a  leading  local 
producer  of  aircraft  that  his  peacetime  planning  anticipates  the  use  of  approximately 
10,000,000  pounds  of  aluminum  per  year,  and  his  estimate  that  this  is  probably  one-third 
of  the  total  for  aircraft  in  this  market  area,  indicating  a  total  of  30,000,000  pounds 
annually. 

(4)  The  residential  construction  program  indicates  for  Los  Angeles  County  alone  a  rate 
of  50,000  units  per  year  for  a  period  estimated  at  5  years,  and  at  a  lesser  rate  thereafter 
depending  upon  business  conditions.  No  doubt  aluminum  for  window  and  door  sash 
and  other  structural  parts,  if  aggressively  promoted,  will  be  used  in  considerable  quanti- 
ties estimated  in  the  foregoing  tabulation  at  2,250,000  pounds  annually. 

(Signed)  Chas.  C.  Snyder,  Business  Agent. 

Senator  Murray.  Does  anyone  desire  to  make  any  comment  on  any 
of  these  letters  ?  . 

Mr.  Olds.  Mr.  Chairman,  I  would  like  to  ask  one  question  in  con- 
nection with  the  statement. 

In  connection  with  this  $1.75  special  rate  per  kilowatt  of  demand 

ger  month,  is  that  on  the  basis  of  actual  monthly  demand  or  on  the 
asis  of  contract  demand  ? 

Mr.  ScATFERGOOD.  Actual  monthly  demand. 

Mr.  Olds.  If  the  demand  of  the  aluminum  pot  lines  rose  and  fell 
from  month  to  month,  the  charge  would  be  simply  to  the  actual  de- 
mand for  that  particular  month  ? 

Mr.  ScATTERGOoD.  Yes. 

Mr.  Chairman,  there  is  one  other  thing  that  appeared  from  the  read- 
ing of  this  statement  that  might  be  of  definite  interest  to  work  out, 
and  that  is  the  removal  of  some  aluminum  rolling  mill  capacity  to  be 
placed  there  in  the  Los  Angeles  area  in  line  with  the  policies  expressed 
in  the  reports  that  I  have  referred  to. 

That  is  all,  Mr.  Chairman. 

Senator  Murray.  Your  recommendation  will  be  given  very  careful 
consideration. 

Mr.  GoLDsCHMiDT.  May  I  ask  a  question  ? 
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This  tabulation  of  allocations  of  cost  which  was  put  in  the  record 
in  connection  with  the  statement  of  Mr.  Arnold  Troy  was  prepared 
by  your  bureau ;  was  it  not  ?  ^    j_  n,     n^  i       -p 

Mr  ScATTERGOOD.  I  havc  never  seen  them  but  Mr.  Troy  spoke  of 
them  and  I  understood  from  him  that  in  part  at  least  they  were  pre- 
pared for  him  by  one  of  the  department  engineers,  Mr.  Cozzens. 

MR.  GOLDSCHMIDT  EXPLAINS  POSITION  OF  DEPARTMENT  OF  THE  INTERIOR 
RESPECTING  DEVELOPMENT  IN  WESTERN  STATES 

Mr.  GOLDSCHMIDT.  Mr.  Ely  yesterday  made  some  corrections  or 
corrected  some  impressions  in  connection  with  that  tabulation,  and  1 
want  to  make  the  point  here,  Mr.  Chairman,  that  I  think  the  im- 
pression created  by  these  tabulations  with  respect  to  the  cost  of 
power  in  the  Northwest  are  also  not  quite  accurate. 

This  tabulation  was  not  read  into  the  record,  and  was  only  called 
to  my  attention  after  the  hearing  yesterday.  I  do  not  wish  to  take 
up  the  time  of  the  committee  but  merely  enter  an  exception  to  the 
acceptance  of  the  implication  of  these  figures. 

Senator  Murray.  Would  you  care  to  make  an  analysis  of  it  and 
submit  it  to  the  committee? 

Mr.  GOLDSCHMIDT.  I  would  be  glad  to  do  so  if  the  committee  wishes. 
I  want  to  point  out  merely  in  passing  that  the  power  costs  of  Bonne- 
ville-Coulee  system  are  required  to  return  to  the  Government  con- 
siderably higher  investment  than  are  included  in  this  tabulation. 

Senator  Murray.  Thank  you.  .      .  -,        ■• 

Mr.  Ely.  Mr.  Chairman,  I  think  your  suggestion  is  very  good,  and 
we  will  be  happy  to  include  an  analysis  of  the  repayment  requirements 
of  Boulder,  also  in  more  detail,  so  they  may  be  studied  together. 

Mr.  GOLDSCHMIDT.  I  would  like  the  record  also  to  be  clear  that  m 
raising  this  point  I  am  not  objecting  to  any  of  the  statements  that  have 
been  made  by  the  Bureau  of  Power  and  Light.  -,  •    .     i "  i 

The  Department  of  the  Interior  is  exceedingly  interested  in  both  the 
Southwest  area  and  in  the  Northwest  area  as  a  business  proposition. 
We  have  tremendous  investments  in  those  areas  and  are  tremendously 
interested  in  the  development  of  the  aluminum  industry,  the  light 
metals  industry,  fabrication,  steel,  and  other  products  that  can  be 
consumed  in  the  western  market  and  in  the  Far  East. 

We  are  working  closely  with  the  Los  Angeles  people,  as  we  do  with 
the  Northwest  people,  and  any  statement  that  I  have  made  here  with 
respect  to  our  interest  in  this  matter,  I  want  to  make  clear  is  not 
limited  geographically  to  the  Northwest  or  indeed  to  the  Los  Angeles 
area,  but  is  related  to  the  entire  West,  including  the  Arkansas  south- 
western power  area,  and  the  Montana  area.  .inn.. 

Senator  Murray.  Thank  you.  I  am  glad  you  include  Montana 
there.    We  are  badly  in  need  of  some  industrial  development  out 

there 

Mr.  Harvey.  Did  I  understand  the  Bureau  of  Power  and  Light  to 
say  they  are  considering,  for  the  operation  of  facilities,  that  they  will 
put  the  power  rate  on  the  basis  of  consumption  rather  than  upon  a 

demand  load  ?  ,       x   i.  •  i 

I  know  I  am  not  using  the  proper  technical  terms,  but  I  thmk  you 

understand  what  I  mean. 
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Mr.  ScATTERGOOD.  The  form  of  schedule  for  the  aluminum  or  elec- 
trochemical high  load  factor  plants  is  based  on  the  monthly  demand 
in  kilowatts. 

Mr.  Harvey.  What  do  you  mean  by  "demand,"  the  connected  load 
or  the  load  actually  used  ? 

Mr.  ScATTERGOOD.  The  load  actually  used. 

Mr.  Harvey.  How  about  an  extrusion  plant  ? 

Mr.  ScATTERGOOD.  The  extrusion  plant  is  under  a  different  schedule, 
because  it  is  a  different  type  of  demand  and  load,  all  worked  out  in 
accordance  with  costs  to  provide  such  service. 

Mr.  GoLDSCHMiDT.  I  think  it  ought  to  be  said  in  fairness  to  the 
power-producing  agencies  on  the  point  that  you  make,  to  bring  out 
again  the  point  that  I  made  after  Mr.  Caskie  testified;  namely,  that 
the  problem  confronting  the  power-producing  agencies  is  one  of 
securing  revenue  for  facilities  that  are  provided,  whether  or  not  the 
consuming  industries  use  them. 

Mr.  Harvey.  If  they  don't  use  it,  they  don't  have  any  income.  No 
matter  what  the  basis  of  computation,  if  you  don't  use  it,  you  don't 
have  any  income. 

Mr.  GoLDSCHMiDT.  The  power  facilities  are  such  an  integral  part  of 
the  aluminum-producing  facilities  that  it  becomes  different  from  your 
situation.  If  you  set  up  an  aluminum  reduction  plant,  you  would 
have  to  pay  capital  charges  on  the  cost  of  that  plant.  If  you  issued 
bonds  to  build  an  aluminum  reduction  mill,  you  would  have  to  pay 
capital  charges  on  that  mill  whether  or  not  it  was  operating  at  capacity, 
half  capacity,  or  not  operating  at  all. 

As  part  of  that  plant  construction,  if  you  also  put  up  the  power 
facilities,  you  would  be  in  the  same  fix  with  respect  to  that  portion 
of  your  plant. 

Our  problem  has  been  that  we  have  put  in  the  investment  in  the 
aluminum  business,  and  on  these  Government  plants,  the  Government 
has  had  to  pay  capital  charges  on  the  aluminum  plants  as  well  as  on 
the  power  plants. 

Mr.  Harvey.  I  think  there  should  be  a  sharp  distinction  between 
an  institution  estal3lished  by  the  Government  for  the  general  service 
of  the  community  in  that  its  profit  is  measured  not  only  in  gross  reve- 
nue, but  the  general  profit  in  the  economic  welfare  of  the  community. 

Mr.  GoLDSCHMiDT.  I  aiu  glad  to  have  that  brought  out. 

Dr.  Anderson.  Especially,  by  a  businessman. 

Mr.  ScATTERGOOD.  Mr.  Chairman,  the  whole  purpose  of  the  estab- 
lishment of  the  Bureau  of  Power  and  Light  of  Los  Angeles  was  to 
develop  a  conmiunity,  particularly  manufacturing,  and  thus  create  a 
balanced  economy  there  with  opportunity  for  thousands  of  people  who 
insist  on  living  there  by  the  balanced  economy  which  has  thus  been 
brought  about. 

The  whole  purpose  is  that  accomplishment,  and  a  utility  must  neces- 
sarily charge  for  each  cost  of  service  a  rate  proportional  to  the  cost. 
Otherwise,  some  other  class  of  consumer  has  to  pay  it. 

The  point  that  Mr.  Harvey  is  concerned  about,  he  need  not  be  con- 
cerned about  here  or  at  all — he  testified  that  he  was  advised  the  power 
bureau  charged  the  Bohn  Co.  a  minimum  of  $6,000  per  month  whether 
the  company  used  any  energy  or  not  at  the  extrusion  plant,  and  I  wish 
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to  correct  his  understanding  as  the  minimum  charge  in  the  power 
contract  with  the  Bohn  Co.  was  only  $1,700  per  month,  and  certainly 
will  not  be  any  more  in  the  future,  and  was  a  reasonable  minimum 
for  a  plant  estimated  to  use  up  to  10,000  kilowatts  of  demand. 

We  provided  550,000  kilowatts  for  the  war  effort  for  which  the 
Government  did  not  advance  a  dollar  for  that  capacity  on  account  of 
the  war  effort,  or  during  the.  war  period. 

We  made  interconnections  for  parallel  operation  at  a  cost  of  be- 
tween $500,000  and  $600,000,  to  the  utilities  there,  and  we  did  not 
ask  the  Government  for  a  dollar  of  that,  and  we  haven't  yet  settled 
how  we  are  going  to  settle  between  the  public  and  private  institutions 
there. 

That  is  the  spirit  of  that  country  out  there,  and  we  are  there  to 
further  small  business,  and  we  will  do  it. 

Mr.  GoLDSCHMiDT.  May  I,  in  commenting  on  what  you  said,  point  out 
that  you  were  not  able  to  write  anything  of  that  off  on  any  5-year 
tax  amortization  either. 

Mr.  Ely.  Mr.  Goldschmidt  is  quite  correct.  The  public  power  gen- 
erating agencies  who  made  war  investments  were  unable  to  amortize 
them  during  the  period  of  the  war.  I  want  to  express  our  appi-eciation 
for  what  Mr.  Goldschmidt  has  said  about  the  interest  of  the  Interior 
Department  in  all  of  these  Federal  projects,  without  distinction. 
What  has  been  brought  out  here,  by  the  way,  is  one  of  the  most  interest- 
ing and  dramatic  problems  that  we  in  the  West  face  in  the  postwar 
developments.  We  are  out,  for  the  time  being,  from  the  area  of  sharp 
conflict  or  competition  between  public  power  and  private  power  and 
are  into  an  area  of  much  greater  concern  in  the  long  run,  of  potential 
competition  between  these  gigantic  Federal  projects. 

The  Federal  policy  on  amortization,  interest  rates,  write-offs,  and 
so  forth,  for  one  area,  one  great  dam,  if  more  favorable  than  that  of 
another  area,  swings  the  whole  economy  of  the  West  in  one  direction 

or  the  other.  ,      •     ,        -d 

Boulder  first  was  set  up  on  an  entirely  different  basis  than  Bonne- 
ville or  TVA.  That  is  not  to  say  that  one  scheme  or  the  other  is  right 
or  wrong,  but  they  can't  all  be 'right.  Some  readjustments  are  nec- 
essary as  we  go  along,  and  the  Government  now  has  this  tremendous 
stake  in  the  aluminum  industry  and  the  cost  of  power  high-lights  that 
as  no  other  development  to  date  has  done. 

We  welcome  this,  which  I  gather  is  a  sympathetic  study  of  the 
whole  program  which  we  may  hope  for  from  the  Interior  Department 
and  the  Federal  Power  Commission. 

Senator  Murray.  Thank  you  very  much  for  your  statement. 

The  next  witness  will  be  Mr.  Matthew  Davis. 

STATEMENT  OF  MATTHEW  W.  DAVIS,  KEPRESENTING  INTERNA- 
TIONAL ALUMINUM  COUNCIL  OF  THE  AMERICAN  FEDERATION 
OF  LABOR 

Mr.  Davis.  Mr.  Chairman,  gentlemen  of  the  committee,  my  name 
is  Matthew  W.  Davis,  of  Louisville,  Ky .  I  represent  the  international 
aluminum  council  of  the  American  Federation  of  Labor.  This  com- 
mittee invited  Mr.  Edward  Stahl,  of  Pittsburgh,  president  of  the 
international  aluminum  council,  to  appear  at  this  hearing.    He  was 
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unable  to  attend  and  directed  me  to   appear  and  represent  him. 

Our  principal  interest  in  the  disposition  of  the  Government-owned 
aluminum  plants  is  to  see  that  they  are  so  disposed  of  as  to  create  the 
maximum  peacetime  employment.  During  the  wartime  emergency 
thousands  of  American  workmen  have  become  skilled  in  working  in 
various  phases  of  aluminum  production  and  fabrication.  Should  these 
Government  plants  remain  closed  long  these  workers  will  be  dispersed 
and  it  will  be  hard  to  reassemble  them  when  the  plants  are  reopened. 
For  that  reason  we  are  anxious  that  there  be  an  early  decision  as  to 
what  is  to  be  done  with  the  plants  so  those  that  are  to  operate  can 
be  properly  manned  by  trained  workmen. 

For  half  a  century  Alcoa  has  had  a  monopoly  in  the  aluminum  pro- 
duction. Their  idea  has  been  to  keep  production  of  aluminum  low 
and  the  price  high.  With  this  condition  the  big  potential  users  of 
aluminum  have  been  unwilling  to  use  it.  They  have  feared  that  if 
they  started  using  aluminum  in  big  quantities  that  the  Aluminum  Co. 
would  raise  the  price  as  they  have  done  in  the  past,  notably  in  the 
case  of  Ford  Motor  Co.  when  it  started  using  aluminum  in  automo- 
biles. 

TIME  IDEAL  FOR  GOVERNMENT  TO  CREATE  COMPETITIVE  CONDITION  IN 

ALUMINUM 

We  are  certain  that  this  is  the  ideal  time  for  the  Government  to 
act  in  creating  a  competitive  condition  in  aluminum.  Wlien  it  is 
demonstrated  that  there  is  more  than  one  source  of  supply  of  aluminum 
and  that  there  is  competition  which  will  prevent  the  price  from  being 
raised,  we  believe  that  the  automobile  industry,  railway  transporta- 
tion industry,  and  other  industries  who  could  use  aluminum  to  ad- 
vantage, will  start  using  aluminum  in  big  quantities.  That  will  mean 
the  development  of  a  big  aluminum  industry  which  will  provide  jobs 
for  thousands  of  the  workers  who  have  learned  during  the  war  the 
skills  of  working  in  various  phases  of  aluminum. 

Mr.  Symington,  Surplus  Property  Administrator,  said  in  his  report 
that  the  Government-owned  plants  should  be  disposed  of  to  competi- 
tors of  the  Aluminum  Co.  so  as  to  create  competition.  We  believe 
that  would  be  helpful  to  workers  in  aluminum.  If  these  plants  are 
properly  disposed  of  it  will  make  it  possible  for  us  to  put  our  workers 
back  to  work.  If  they  are  required  to  long  remain  idle  the  men  who 
have  been  working  in  these  plants  will  hunt  for  other  jobs  and  the 
pool  of  men  experienced  in  aluminum  work  will  be  dispersed. 

The  Surplus  Property  Disposal  Act  authorized  leasing  these  plants 
for  as  much  as  5  years.  We  doubt  that  an  operator  experienced  in 
aluminum  production  is  available  who  would  have  the  money  with 
which  to  buy  these  plants  outright  so  a  lease  on  a  basis  that  would  per- 
mit operation  is  a  good  idea.  We  believe  that  if  a  competitive  alumi- 
num condition  is  created  that  the  industry  will  be  largely  and  per- 
manently expanded.  If  expansion  of  the  industry  is  left  to  the 
AJuminum  Co.  we  doubt  that  there  will  be  an  expansion.  In  the 
past  Alcoa's  plan  has  been  to  keep  production  down. 

Now  that  the  Government  has  these  plants  in  which  there  is  invested 
$700,000,000,  we  the  workers  of  the  aluminum  industry  urge  that  we 
take  advantage  of  the  opportunity  now  before  us  to  build  an  aluminum 
industry  in  which  control  will  no  longer  be  centered  in  one  company. 


FREE  ENTERPRISE  HAS  NEVER  EXISTED  IN  ALUMINUM  INDUSTRY 

I  have  been  sitting  here  listening  to  these  hearings.  I  have  heard 
a  lot  said  about  the  sacredness  of  free  enterprise.  I  have  heard  a 
lot  said  about  how  bad  a  Government  subsidy  plan  would  be  in  op- 
eration of  these  aluminum  plants.  There  has  never  been  free  enter- 
prise in  the  aluminum  industry  in  the  United  States.  It  has  been 
completely  dominated  and  controlled  by  the  Aluminum  Co.  The 
Federal  court's  decision  in  which  it  holds  that  the  Aluminum  Co.  is  a 
monopoly  is  proof  of  my  assertion.  Instead  of  having  free  enterprise 
the  aluminum  industry  has  operated  under  conditions  in  which  free 
enterprise  has  been  stifled.  Now  is  the  ideal  time  to  change  that 
situation.  It  may  never  come  again.  Unless  the  Government  in 
disposing  of  these  plants  gives  a  chance  to  the  only  company  that  has 
had  the  nerve  to  compete  with  Alcoa  a  chance  to  become  a  factor, 
free  enterprise  in  the  aluminum  industry  will  continue  to  be  a  mockery. 

The  idea  expressed  here  at  these  hearings  has  been  that  a  sub- 
sidy, the  Government  participating  in  business  is  a  terrible  thing. 
But  Alcoa  has  been  operating  these  Government-owned  aluminum 
plants  under  a  subsidy  in  which  they  were  guaranteed  against  loss  by 
the  Government.  The  United  States  subsidized  the  biggest  aluminum 
production  facility  in  the  world  at  Shipshaw,  Canada,  loaned  the  Alu- 
minum Co.  of  Canada  $68,000,000  to  build  a  plant  outside  the  United 
States,  which  can  now  make  aluminum  cheaper  than  anywhere  else. 
But  if  anyone  thinks  that  there  is  going  to  be  competition  between 
Alcoa  and  the  Aluminum  Co.  of  Canada  they  are  going  to  be  dis- 
appointed. 

ALCOA  SUBSIDIZED  ALL  THROUGH  THE  WAR 

After  subsidizing  Alcoa  all  through  the  war,  from  which  subsidy 
they  made  millions  of  dollars,  after  subsidizing  the  big  aluminum 
plant  in  Canada,  it  is  now  decided  by  Alcoa  and  her  friends  that  a 
subsidy  is  a  bad  thing. 

There  ought  to  be  a  big  aluminum  industry  in  this  country.  There 
can  be  if  the  Government-owned  plants  are  wisely  disposed  of  so  as 
to  create  a  competitive  aluminum  industry. 

The  Government  has  a  lot  of  money  tied  up  in  these  plants.  If 
they  should  be  leased  to  operators  who  sincerely  want  to  expand  the 
industry,  prove  to  the  big  potential  users  of  aluminum  that  they  can 
buy  the  metal  when  they  need  it  and  as  much  of  it  as  they  need  with- 
out the  price  being  unexpectedly  hiked  on  them,  we  will  soon  estab- 
lish a  real  aluminum  industry  on  a  sound  basis.  It  will  grow  and 
expand.  When  that  happens  the  Government-owned  aluminum  plants 
will  have  increased  in  value  as  going  concerns  and  a  greater  portion 
of  the  taxpayer's  money  will  be  recovered  from  the  investment. 

The  Government  has  paid  out  huge  sums  in  subsidizing  aluminum 
during  the  war.  Why  would  it  be  such  a  frightful  thing  to  follow 
somewhat  the  same  principle  during  peace  in  order  to  maintain  em- 
ployment, create  jobs  for  workers,  instead  of  leaving  them  to  subsist 
off  of  unemployment  compensation  payments  ?  Why  would  it  not  be 
a  fine  thing  from  a  long-range  view,  to  use  the  Government's  aluminum 
plants  in  conjunction  with  a  firm  that  knows  how  to  operate  them,  so 
as  to  help  a  new,  venturesome  company  through  the  trying  period  of 
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reconversion  as  effort  is  made  to  establish  for  the  future  an  aluminum 
industry  that  is  competitive  ?  If  that  be  done,  the  use  of  aluminum  will 
multiply  and  the  number  of  workers  employed  permanently  will  be 
increased. 

COMPETITIVE  ALUMINUM  YTTAL,  TO  NATIONAL  DEFENSE 

The  aluminum  workers  don't  want  to  be  idle  and  depend  only  on 
the  meager  sum  from  unemployment  compensation.  They  want  to 
work.  Would  it  be  a  horrible  thing  for  the  Government  to  keep  these 
plants  running  so  as  to  prevent  unemployment  and  for  the  first  time 
m  America  establish  free  enterprise  in  the  aluminum  industry  instead 
of  leaving  it  under  the  control  of  Alcoa  ?  Pleading  for  the  workers 
of  the  industrj^,  I  urge  you  not  to  lose  sight  of  our  interests  as  you 
consider  disposing  of  these  plants. 

A  competitive  aluminum  industry  is  vital  to  national  defense. 
Attorney  General  Tom  Clark  said  in  his  recent  report  to  you :  "The 
establishment  of  competition  requires  an  end  to  Alcoa's  domination. 
Nothing  else  will  be  enough."  He  says  further  "Monopoly  conditions 
were  the  main  reasons  for  the  absence  of  a  safety  margin  in  alumi- 
num," as  war  needs  developed.  He  says  further,  "Eight  from  the 
outset,  therefore,  the  aluminum  situation  was  more  serious  tTian  it 
would  have  been  had  there  been  competition." 

So  creating  competition  in  the  aluminum  industry  would  not  only 
be  best  for  protection  of  the  Government  in  time  of  war  but  we  think 
it  would  be  best  for  the  workers  in  aluminum. 

Senator  Murray.  Thank  you  for  your  statement,  Mr.  Davis. 

The  next  witness  is  Mr.  Gary.  • 

STATEMENT  OF  FRANCIS  C.  GARY,  OF  HYBINETTE  &  GARY, 

WILMINGTON,  DEL. 

Mr.  Gary.  My  name  is  Francis  C.  Gary.  I  am  a  member  of  the  firm 
of  Hybinette  &  Gary,  metallurgists,  of  Wilmington,  Del. 

To  qualify  myself  as  an  expert  on  aluminum,  I  will  say  that  we  ha\ie 
operated  the  only  independent  laboratory  on  aluminum  in  the  United 
States  for  the  past  25  years.  One  of  the  processes  which  was  patented 
out  of  that  laboratory  increases  the  strength  of  alloys  25  percent. 
Alcoa  has  charged  5  cents  per  pound  in  its  price  of  sheets  during  the 
war  for  the  use  of  this  invention.  The  amount  charged  exceeds  $50,- 
000,000,  and  this  is  in  excess  of  the  amount  paid  by  Alcoa  to  the  Govern- 
ment for  the  rent  of  all  plants. 

Senator  Murray.  This  patent  was  a  patent  your  concern  developed  ? 

Mr.  Gary.  Yes ;  that  is  right. 

Senator  Murray.  And  Alcoa  has  used  that  patent  on  a  royalty  basis 
to  your  concern  ? 

Mr.  Gary.  I  haven't  mentioned  that.  They  have  not  paid  royalties, 
although  they  told  the  Defense  Plant  Gorporation  a  year  ago  in  April 
that  they  had  sent  us  the  first  quarter  of  a  million  dollars  for  that 
quarter.    We  haven't  received  it  yet. 

Senator  Murray.  It  is  in  the  mail  now — is  it  ? 

Mr.  Gary.  I  presume  so,  and  the  subsequent  checks  have  not  been  re- 
ceived. 


Now,  we  are  here  to  try  to  create  a  competitive  aluminum  industry. 
We  have  three  producers  of  aluminum :  Reynolds,  Olin,  and  Alcoa. 

I  will  ask  the  gentlemen  here  to  interrupt  me  at  any  time  that  I  make 
an  error  or  am  not  on  the  beam  on  figures.  I  intend  to  give  the  com- 
mittee as  much  facts  as  they  will  permit  me  to  give. 

doesn't  regard  an  industry  that  needs  a  subsidy  as  being 

competitive 

The  cost  of  aluminum  in  Reynolds  plants  is  about  15  cents  a  pound. 
The  cost  of  aluminum  in  Alcoa's  plant  is  about  7  cents  a  pound.  The 
difference  is  8  cents  a  pound. 

We  have  had  a  lot  of  very  good  statements  here  on  cost  of  power. 
The  total  cost  of  power,  if  deducted,  would  still  leave  Reynolds  short 
6  cents  a  pound  of  being  a  competitive  industry.  The  same  thing  ap- 
plies to  Olin.  If  we  are  to  have  a  competitive  industry,  it  must  be  a 
competition  of  costs,  7  cents  for  Alcoa  in  America,  5  cents  for  Alcan 
in  Ganada. 

I  don't  believe  that  we  can  consider  that  any  industry  that  needs  a 
subsidy  can  be  a  competitive  industry. 

Going  further  in  the  facts,  I  thin^  the  committee  has  reported  the 
price  of  alumina  at  Mobile  at  about  $25  a  ton.  I  know  that  before  the 
war  it  was  between  $17.50  and  $18  a  ton.  At  Hurricane  Greek  it  is 
about  $32  a  ton. 

world's  supply  of  bauxite  is  apparent 

Now,  then,  there  is  an  adequate  supply  of  bauxite  all  over  the  world, 
and  let  me  say  that  the  greatest  deposit  of  bauxite  in  the  universe  is  on 
the  moon,  but  that  is  not  available  under  the  present  conditions  to  es- 
tablish a  competitive  industry  in  America.  For  instance,  the  nearest 
bauxite  to  Portland,  Greg. — the  Pacific  coast — is  in  the  Dutch  East 
Indies.  The  freight — and  I  am  taking  this  from  your  committee's  re- 
port, page  6757 — is  $8.88  to  Portland,  and  the  duty  is  $1  a  ton.  That 
is  $9.88,  or  we  will  say  $10. 

That  bauxite  is  about  on  a  par  with  the  Arkansas  bauxite.  It  is  a 
very  limited  supply,  and  I  have  the  official  reports  of  the  Netherlands 
East  Indies  Government  on  this  bauxite  up  to  1941.  The  ore  contained 
52  percent  ALOa,  so  you  would  need  2.4  tons  of  that  bauxite,  and  the 
freight  a  ton  would  be  $24  on  enough  bauxite  to  make  1  ton  of  alumina. 
That  is  assuming  that  the  Dutch  East  Indies  gives  us  the  bauxite, 
charges  no  export  duty  on  it,  which  was  a  fight  between  the  Dutch 
East  Indies  and  the  Japs,  and  loads  it  on  our  boats  free  of  charge. 

Now,  to  make  the  same  alumina  at  Hurricane  Greek,  where  the  cost 
is  40  percent  higher  than  it  is  for  Alcoa,  would  amount  to  $12.20,  and 
the  freight  to  Portland  would  be  $8,  so  that  if  the  Dutch  East  Indies 
supplied  the  bauxite,  we  would  still  have  to  pay  $3.80  more,  and  $15 
more  than  Alcoa's  cost  at  Mobile. 

The  price  of  the  Dutch  East  Indies  bauxite  before  the  war  was  $6.50 
a  ton,  and  2.4  tons  would  have  cost  $15.60.  The  total  cost  would  be 
$19.40  in  alumina,  or  that  would  be  2  cents  extra  cost  for  alumina 
per  pound  of  aluminum  metal  from  bauxite  from  the  Dutch  East  In- 
dies, and  would  be  nearly  3i/^  cents  more  than  Alcoa's  cost. 
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Now,  the  reason,  as  I  have  said,  is  that  we  have  plenty  of  bauxite 
all  over  the  world,  but  the  freight  on  bauxite  is  so  high— our  freight 
rates  are  the  highest  in  history— that  it  does  us  no  good  in  this 

country.  t* 

Many  years  ago  they  put  a  duty  on  alumina  of  $10  per  ton.  it  we 
converted  the  Dutch  East  Indies  bauxite  into  alumina,  we  would  have 
only  40  percent  of  the  cost  of  freight  and  we  could  have  a  competitive 

condition.  ^        ,  .  .        ,    „ 

It  is  apparent  from  what  I  have  said  that  the  propositions  betore 
the  committee  do  not  contemplate  the  use  of  any  foreign  bauxite,  that 
they  contemplate  using  only  the  limited  supply  of  bauxite  m  Arkansas. 
It  is  our  contention  that  if  the  limited  natural  resource  that  is  left 
of  the  bauxite  in  Arkansas  is  left  in  Arkansas,  it  can  run  an  aluminum 
industry  there  for  many  years ;  and  as  the  gentleman  preceding  mo 
said,  they  can  build  up  a  large  number  of  manufacturers  around  that 
and  have  a  continuing  prosperity. 

The  first  thing  we  have  got  to  decide  here  is  whether  we  are  going  to 
rob  Arkansas  of  her  natural  resources  and  of  her  future  prosperity 
to  run  a  large  industry  for  a  limited  period  and  then  have  a  complete 
flop. 

ARKANSAS  PRODUCED  BAUXITE  "fASTOR  THAN  ALCOA  EXPECTED" 

The  first  statement  made  by  Alcoa,  so  far  as  I  know,  as  to  the  dis- 
posal of  these  plants,  was  made  at  the  Mining  and  Metallur^cal  En- 
gineers' convention  in  Chicago  in  October,  2  years  ago.  The  farst 
conclusion  was  this :  They  foresaw  nothing  which  would  increase  the 
use  of  aluminum  after  the  war  beyond  what  it  was  prior  to  the  war. 
Second,  that  there  would  be  no  use  for  the  Government  plants,  and 
that  they  should  be  scrapped.  Third,  that  they  would  have  to  lay 
off  from  80,000  to  90,000  men  after  the  war.  That  is  the  first  propo- 
sition that  Alcoa  made. 

Now,  the  people  of  Arkansas  were  patriotic,  and  they  went  atter 
the  job  and  produced  bauxite  down  there  so  much  faster  than  Alcoa 
expected  that  before  they  knew  it  they  had  created  a  stock  pile  of 
3,000,000  tons,  which  is  substantially  available  at  the  present  time. 
Then,  they  were  shut  off  completely  about  a  year  ago  and  their  con- 
tracts canceled.  This  kitty  of  bauxite  has  prevented  Alcoa  from 
going  through  with  its  proposition  to  scrap  the  aluminum  plants. 
They  can't  scrap  those  plants  with  this  bauxite  on  hand,  so  this  is 
only  a  plan  to  use  up  this  temporary  supply  of  bauxite,  and  then  we 
will  have  a  lot  of  obsolete  plants  on  our  hands. 

In  my  prepared  statement  I  have  likened  Arkansas  to  a  widow  with 
insurance,  and  it  is  quite  apparent  that  a  lot  of  sons  and  daughters  of 
Arkansas  are  being  feted  and  complimented  and  encouraged  to  talk 
for  Alcoa.  Alcoa  is  making  love  to  that  widow,  and  so  is  Keynolds. 
When  her  bauxite  is  gone,  I  think  she  will  be  obsolete. 

I  am  leaving  my  statement  to  be  filed,  and  I  am  confining  my  i-emarks 
to  a  few  points.  The  duty  on  alumina  of  $10  a  ton  cannot  be  justified 
by  labor,  because  the  cost  of  labor  in  making  the  alumina  before  the 
war  was  around  80  cents  per  ton— $10  as  against  80  cents. 

The  duty  on  alumina  was  put  on  many  years  ago  to  protect  the 
Aluminum  Co.,  but  I  do  not  believe  this  committee  or  the  people  of 
America  believe  that  Alcoa  needs  that  protection  today. 
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My  next  point  is  this :  I  have  talked  to  Europe  twice  this  week.  I 
Jim  informed  that  there  are  between  300,000  and  500,000  tons  of  alumina 
ready  to  be  shipped  from  France,  Yugoslavia,  Austria,  and  Hungary, 
and  that  they  would  be  glad  to  furnish  us  alumina.  Their  market  m 
Oermany  has  been  cut  off,  and  they  would  be  glad  to  trade  with  us  and 
would  prefer  to  sell  us  goods  in  trade  than  they  would  to  be  objects  of 
charity  or  go  in  our  debt.  That  alumina  can  be  brought  into  this 
country,  and  it  can  furnish  alumina  to  that  plant  in  Los  Angeles  and 
can  furnish  it  to  the  west  coast  plants,  and  we  can  then  have  a  competi- 
tive industry. 

We  are  talking  about  an  industry  that  can  produce  aluminum  at  7 
cents,  not  at  the  fictitious  ceiling  price  that  was  put  on  by  OPA  based 
upon  no  question  of  cost. 

Now.  the  next  thing  is  this.  We  have  three  large  rolling  mills,  one 
at  Spokane,  one  at  Chicago,  and  one  at  Newark,  Ohio.  Each  of  these 
mills  can  produce  150,000  tons,  or  more,  of  aluminum  per  year.  If  they 
operate  at  capacity,  it  would  cost  $60,000,000  to  operate.  If  they 
operate  at  half  capacity,  it  will  cost  $42,000,000  to  operate.  If  they 
operate  at  one-fourth  capacity,  it  will  cost  $34,000,000  to  operate. 

In  other  words,  if  we  go  to  a  25  -percent  capacity  year,  the  cost  of 
fabricated  aluminum  to  the  public  will  be  more  than  doubled.  Those 
plants  have  got  to  be  operated  at  or  near  capacity,  in  order  to  be  of  any 
value  to  the  Government. 

I  don't  know  how  to  express  myself  as  to  the  kind  of  propositions  I 
have  heard  before  this  committee.  I  have  heard  it  said  here  that  these 
are  the  most  efficient  plants  in  the  aluminum  industry,  representing 
$700,000,000,  and  the  people  come  in  here  and  say,  "If  you  will  guar- 
antee us  against  loss  and  if  you  will  give  us  orders  so  we  can  run  the 
plants,  we  will  take  them  on  lease." 

I  have  never  heard  of  anything  so  ridiculous  in  my  life.  If  you  will 
take  the  duty  off  bauxite — let  me  bring  out  a  very  important  point  here. 
This  duty  on  alumina  of  $10  a  ton  is  not  a  revenue  measure  for  the 
United  States  Government.  I  have  looked  through  the  Bureau  of 
Mines  reports  for  20  years,  and  I  cannot  find  that  there  has  ever  been 
any  alumina  shipped  into  America  in  20  years.  There  has  not  been 
one  dollar  of  revenue  gotten  out  of  this  duty  on  alumina.  It  is  merely 
the  protection  that  has  prevented  there  being  anything  but  a  monopoly 
in  this  business.     The  duty  can  be  removed  without  loss  of  revenue. 

In  order  for  these  plants  to  operate  at  maximum  capacity,  there 
must  be  alumina  plants  and  there  must  be  alumina  reduction  plants, 
and  it  would  take  all  of  them.  I  have  heard  it  said  here  that  the 
plant  at  Burlington,  N.  J.,  would  have  to  be  scrapped.  I  can  tell 
you  that  if  we  get  alumina  from  France  and  don't  have  to  pay  duty 
on  it,  that  plant  can  operate.  We  can  operate  it  because  we  have 
got  the  Big  Inch  pipe  line,  and  we  have  the  oil  refineries  there,  and 
we  can  produce  power  in  the  day  by  oil  and  get  off  power  at  night, 
and  then  can  operate  that  plant.  That  plant  cost  over  $20,000,000. 
Are  we  going  to  scrap  that  plant,  simply  to  keep  a  barrier  to  pro- 
tect monopoly,  or  are  we  going  to  take  that  monopoly  away  ? 

In  conclusion,  let  me  say  that  there  are  several  things  that  are  un- 
certain. I  have  covered  other  things  in  my  report,  and  I  hope  the 
committee  will  see  fit  to  read  it.  I  don't  want  to  prolong  this,  al- 
though I  would  like  to  go  into  it  very  much  further. 
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(Mr.  Gary's  report  follows  the  conclusion  of  his  testimony.) 

The  freight  rates  are  uncertain.  They  were  made  during  the 
war.  We  never  saw  a  freight  rate  of  less  than  4  mills  per  ton-mile, 
and  that  is  the  freight  rate  from  Arkansas  to  the  Pacific  Northwest. 

In  order  for  us  to  do  business,  we  have  got  to  have  certainty.  We 
cannot  put  up  $30,000,000,  which  we  are  prepared  to  do  to  buy  these 
plants,  on  any  uncertainty.  We  are  ready  to  buy  these  plants  the 
minute  you  will  take  the  duty  off  bauxite.  We  are  willing  to  pay 
you  the  reasonable  value  of  those  plants.  We  will  show  our  stability 
through  our  bank  in  Wilmington,  and  the  stability  of  the  people  be- 
hind us.  We  are  not  going  to  disclose  who  the  people  are  behind 
us,  because  they  are  users  of  aluminum,  and  they  are  dependent  upon 
Alcoa  to  furnish  them  at  the  present  time,  and  we  don't  want  them 
discriminated  against  in  case  we  do  not  make  this  deal. 

There  isn't  any  question  but  what  we  can  take  the  whole  $700,000,- 

000  and  put  them  into  operation. 

The  Hybinette  Laboratory  has  been  in  operation  continuousl}/,  from 
father  to  son,  for  700  years,  and  I  don't  believe  that  we  have  failed 
yet.  We  produced  a  process  used  in  Canada  and  Russia  that  re- 
duced the  cost  of  making  nickel  from  $15  per  pound  to  22  cents. 
We  produced  the  nickel-chromium  alloys  that  made  it  possible  to 
crack  gasoline.  We  produced  those  alloys  that  were  necessary  for 
producing  synthetic  rubber  and  many  chemicals.  I  could  go  on  for 
an  hour  and  tell  you  of  the  outstanding  things  that  this  laboratory 
has  done. 

We  have  an  organization  that  is  capable  of  offering  better  technical 
knowledge  in  this  business  than  has  been  used  in  the  past.  We  will 
make  improvements  in  this  business,  and  Alcoa  will  make  improve- 
ments. It  is  a  well-known  fact  that  old  industries  do  not  improve 
unless  they  have  competition.     We  will  show  them  how. 

I  thank  you,  Mr.  Chairman. 

Senator  Murray.  We  thank  you  for  your  statement,  and  you  may 
be  assured  it  will  receive  careful  study. 

Coming  at  the  end  of  the  meeting,  I  am  sure  others  may  wish  to 
comment  on  it,  and  they  will  be  given  the  rights — anyone  who  desires 
— to  submit  any  statement  or  analysis  on  it. 

Senator  Revercomb.  I  want  to  make  an  inquiry.  You  have  indi- 
cated here  that  you,  on  behalf  of  some  persons  whom  you  feel  should 
not  be  disclosed,  would  like  to  buy  some  of  these  plants.  Have  you 
discussed  this  with  the  Government  selling  agency  at  all  ? 

Mr.  Cary.  I  presented  a  proposition  to  Mr.  Sj^mington  3  weeks 
ago  today  and  told  him  that  these  prerequisites,  the  uncertainty  of 
freight  rates,  the  uncertainty  of  electric  power  and  the  duty  of 
alumina  would  have  to  be  settled  before  we  were  willing  to  bring 
our  money  down  here  and  put  it  on  the  barrel  head. 

Senator  Revercomb.  In  other  words,  you  would  not  make  a  firm 
offer  until  those  three  conditions  had  been  met? 

Mr.  Cary.  Nobody  can.     You  have  got  to  know  what  you  are  doing. 

1  do  not  think  I  would  last  long  in  my  business  if  somebody  put  up 
$30,000,000  and  didn't  make  good. 

I  was  technical  director  of  the  Le  Tourneau  Co.,  the  builder  of  the 
big  earth-moving  machines,  and  we  always  made  it  a  point  that  every 
side  of  a  proposition  be  discussed  and  determined  beiore  we  put  our 
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money  out.  That  is  the  reason  that  that  company  started  in  the 
depression  and  made  money  all  through  the  depression  and  has  made 
over  $45,000,000  profit  up  to  the  present  time. 

I  would  like  to  say  just  one  word  on  the  question  of  markets.  I 
spoke  about  this  heat-treat  patent,  and  if  the  committee  desires,  I  will 
explain  that. 

Senator  Murray.  Is  that  discussed  in  your  prepared  statement  ? 

Mr.  Cary.  No,  it  is  not;  it  is  onl}^  referred  to. 

Here  are  the  same  alloys  [indicating] .  One  is  heat-treated  and  one 
is  simple  annealed.  This  one  [indicating]  has  a  tensile  strength  of 
62,000  pounds  per  square  inch.  After  it  was  pulled  we  were  able  to 
bend  it  that  way  without  any  break. 

This  is  the  strongest  aluminum  allov  [indicating]  ever  made,  and  it 
is  25  percent  stronger  than  any  alloy  that  Alcoa  has.  This  is  the  same 
alloy  after  it  was  heated  treated,  and  this  one  pulled  at  101,000  pounds 
per  square  inch.  This  alloy  in  the  annealed  condition  is  one  and  one- 
half  times  as  strong  as  mild  steel  and  only  weighs  a  third  as  much. 
This  [indicating]  is  two  and  one-half  times  as  strong  as  mild  steel. 

We  have  one  large  earth-moving  concern  that  wants  25,000  tons  of 
our  metal.  I  can't  talk  pounds — that  is  something  that  was  brought 
into  the  picture  during  the  war.  We  have  a  shipbuilding  concern 
that  wants  40,000  tons  a  year. 

Cement  is  delivered  to  New  York  in  containers  that  weigh  4,400 
pounds  and  carry  5  tons.  We  have  an  order  on  our  books,  and  have 
had  for  8  months,  for  $12,000,000  worth  of  this  alloy,  because  we  could 
reduce  the  weight  of  those  containers  from  4,400  pounds  to  700  pounds. 

Two  of  the  largest  railroad  car  builders  in  America  say  they  can  use 
140,000  tons. 

Now,  let  me  say  one  more  thing.  We  can't  make  sheets  in  Spokane 
and  ship  them  east,  as  the  gentleman  from  Los  Angeles  mentioned,  and, 
therefore,  we  have  got  to  have  the  mill  in  Chicago.  But  for  more  than 
30  years  all  the  cans  for  canning  sardines  and  fish  in  Norway  were  made 
out  of  aluminum,  and  I  noticed  the  other  day  in  the  paper  that  the 
catch  in  one  place  only  was  about  9,000  tons  of  sardines  a  day.  We 
have  made  an  estimate,  and  it  would  show  a  demand  for  300,000  tons — 
that  is  more  than  they  can  make  in  aluminum  out  in  the  Northwest 
now — of  aluminum  for  cans. 

Let  me  say  also  to  you  that  those  cans  will  give  you  fish  in  better 
condition  than  you  can  get  out  of  a  tin  can,  and  that  is  the  reason  Nor- 
way went  to  aluminum  cans. 

Let  me  say  that  there  is  no  reason  under  the  sun  for  throwing  away, 
or  taking  any  chance  of  throwing  away,  $700,000,000  worth  of  alumi- 
num plants  in  this  country  that  are  high-class  plants. 

I  thank  you  again. 

(The  prepared  statement  submitted  by  Mr.  Cary  is  as  follows :) 

Additional  Statement  of  Francis  C.  Cary,  Metallurgist,  Wilmington,  Del., 
BE  Disposal  Plans  fob  Aluminum  Plants,  October  19,  1945 

I  appreciate  the  honor  of  being  invited  here  to  give  my  views  on  this  subject.  I 
further  want  to  commend  Congress  for  the  thorough  job  it  has  done  in  developing 
most  of  the  facts.  It  will  be  assumed  that  the  committee  is  familiar  with  the  able 
interim  report  produced  by  Senator  Murray. 

The  object  is  to  dispose  of  the  Government  plants  and  create  an  integrated, 
competitive  aluminum  industry.    It  must  be  directed  toward  establishing  a  perma- 
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nent  industry  and  a  permanent  disi)osal.  Such  disposal  must  promote  the  greatest 
benefit  to  the  greatest  number  of  people.  It  must  promote  the  largest  employment 
possible.  A  wise  plan  can  create  prosperity,  a  short-sighted  plan  would  be  dis- 
astrous. Disposition  is  an  immediate  necessity  to  get  these  plants  into  operation. 
A  long-range  plan  must  be  pursued  to  have  continuing  prosperity  and  employment. 
The  prerequisites  to  either  a  lease  or  sale  are : 

1.  Bauxite  or  alumina. 

2.  Power. 

3.  Transportation,  both  ocean  and  rail  transiwrt. 

BAUXITEi  AND  ALUMINA 

Arkansas  has  a  limited  supply  of  bauxite,  it  also  has  the  Jones  Mills  aluminum 
plant,  and  it  has  natural  gas.  Bauxite  and  natural  gas  are  its  two  most  important 
natural  resources.  Although  the  bauxite  is  low  giade,  with  the  equipment  at 
Hurricane  Creek,  and  with  improvements  we  can  make  in  the  process  and  the 
saving  in  freight,  it  can  compete  with  foreign  ores.  Natural  gas  is  plentiful  and 
should  be  cheap  enough  for  power.  Arkansas  has  a  favorable  location.  If  the 
natural  resources  of  Arkansas  are  conserved  and  used  over  a  i)eriod  of  years 
these  plants  can  be  operated  many  years  and  will  be  a  permanent  supply  of 
aluminum  in  Arkansas.  A  permanent  supply  of  aluminum  will  build  a  host  of 
industries  in  Arkansas  to  fabricate  and  make  consumers  products  and  will  estab- 
lish a  balanced  economy  between  agriculture  and  industry.  It  will  provide 
opportunity  for  the  progresive  young  men  coming  out  of  the  schools  and  uni- 
versities. It  will  establish  a  permanent  prosperity  based  upon  its  own  natural 
resources. 

The  first  question  to  be  decided  is  whether  or  not  we  are  going  to  rob  Arkansas 
of  its  natural  resources  and  its  future  prosperity  by  a  flash-in-the-pan  operation 
in  other  plants  and  a  quick  profit  for  some  operator  or  operators.  Arkansas  is 
like  a  widow  with  insurance  money.  If  we  take  away  her  insurance  and  use 
those  plants  temporarily  we  will  soon  have  consumed  her  insurance  and  have  an 
obsolete  widow  to  dispose  of  at  which  time  the  Government  will  have  some  obso- 
lete plants  worth  only  their  dismantling  value  and  Arkansas  will  be  deprived  of  its 
heritage. 

The  people  of  Arkansas  should  not  object  to  a  temporary  use  of  their  natural 
resources  to  start  up  the  other  aluminum  plants,  but  such  temporary  arrange- 
ment should  be  terminated  as  quickly  as  possible. 

We  have  consulted  with  representatives  of  certain  European  countries  who  have 
provided  alumina  to  Germany  for  making  aluminum.  They  can  furnish  us 
bauxite  or  alumina.  It  takes  about  2  tons  of  bauxidte  to  make  1  ton  of  alumina. 
There  is  no  difficulty  in  ocean-shipping  alumina.  Alumina  has  been  ocean-shipped 
to  Norway  for  many  years.  For  more  than  2  years  we  have  had  several 
men  in  many  countries  investigating  bauxite.  Our  transportation  experts  advise 
on  the  cost  of  delivering  the  bauxite.  The  calculations  show  that  we  cannot 
import  bauxite  from  far  distant  lands  and  compete  with  the  Guianas.  Ocean 
freight  is  the  highest  in  history.    The  distances  are  too  great. 

It  costs  about  half  as  much  per  pound  of  aluminum  to  transport  alumina,  the 
oxide,  as  it  does  to  transport  bauxite.  It  also  reduces  the  canal  tolls  about  one 
half. 

It  has  been  recommended  by  the  Murray  committee  that  the  duty  of  $1  per 
ton  on  bauxite  be  eliminated.  The  report  is  silent  as  to  alumina.  The  duty  on 
alumina  has  been  .$10  per  ton.  This  duty  cannot  be  justified  as  protecting  labor 
because  the  direct  labor  in  making  alumina  before  the  war  was  less  than  $1 
per  ton.  It  cannot  be  justified  as  protecting  small  industries  because  there  were 
none.  It  effectively  prevented  the  importation  of  alumina  over  the  years.  If 
the  duty  on  alumina  had  been  eliminated  the  Badin  plant  in  North  Carolina  would 
have  been  an  independent  producer  of  aluminum.  This  duty  has  effectively 
protected  monopoly  from  being  challenged  over  the  years. 

The  former  hearings  show  that  for  every  man  employed  in  producing  aluminum 
there  were  50  men  employed  in  fabricating,  that  for  every  man  producing 
alumina  there  were  100  employed  in  fabricating  the  metal.  By  eliminating  the 
alumina  duty  we  can  lower  the  price  of  aluminum  and  for  every  man  lost  in  pro- 
ducing alumina  we  will  create  employment  for  100  men  in  utilizing  the  metal. 

We  think  it  is  time  to  take  a  realistic  attitude  towards  Europe.    France,  Aus- 

.tria,  Yugoslavia,  and  Hungary  can  furnish  as  alumina.    They  need  our  relief 

but  they  need  employment,  they  need  to  produce  and  they  can  produce  alumina 


for  us  and  with  profit  both  to  their  own  economy  and  to  our  economy.  They  have 
lost  their  German  market.  They  need  this  market  and  they  profess  to  us  that 
they  would  prefer  to  trade  goods  than  to  be  objects  of  charity  or  become  our 
debtors. 

Alcoa,  in  its  offer,  has  recommended  a  50  percent  reduction  of  the  import 
duty  on  both  alumina  and  bauxite.  We  recommend  a  100  percent  reduction. 
Undoubtedly,  Alcoa  wants  to  reduce  the  duty  on  alumina  to  feed  its  Messina 
plant  from  Shipshaw.  It  will  be  cheaper  than  shipping  alumina  from  Mobile 
or  East  St.  Louis.  Messina  is  a  comparatively  small  unit.  Reduction  of  duty 
would  have  no  effect  on  Alcoa's  large  units.  At  Messina  Alcoa  would  deliever 
the  alumina  by  boat.  A  $5  duty  on  alumina  wou!d  still  be  too  great  a  differential 
for  alumina  from  far  distant  lands.  Alcoa  knows  this.  Our  transportation  ex- 
perts are  of  like  opinion  but  if  this  duty  is  taken  off  completely  and  cheap  alumina 
is  made  available  both  on  the  Pacific  and  Atlantic  coasts,  it  will  greatly  increase 
the  value  of  our  present  aluminum  plants. 

We  can  get  alumina  quickly  from  Europe  and  thus  protect  the  economy  of 
Askansas.  We  can  have  cargoes  going  both  v.ays.  We  can  have  trade  with 
these  nations,  we  can  help  their  economy  and  help  our  own  and  we  can  regaia 
the  position  of  the  American  aluminum  industry  that  it  held  a  few  years  back. 
The  increase  of  world  production  of  aluminum  was  twice  as  great  before  the 
war  as  was  the  increase  in  America. 

Many  minerals  are  now  duty-free.  For  example,  manganese,  from  Cuba  and 
the  Philippines.  Removal  of  this  duty  alone  put  more  men  out  of  employment 
than  would  be  if  all  alumina  was  imported  and  in  this  case  it  did  not  increase 
employment  in  fabrication  and  utilization  of  the  products.  There  was  not  the 
compensation  that  would  result  from  removing  the  duty  on  alumina. 

Alcoa  states  there  is  plenty  of  bauxite  in  the  world.  We  agree  with  that. 
We  have  maps  of  many  areas.  We  have  tested  the  ores.  We  have  found  much 
of  it  in  the  British  Empire.  We  have  found  it  in  Brazil.  Under  the  law  of 
Brazil  it  cannot  be  shipped  as  bauxite,  but  can  be  as  alumina.  We  have  found 
Alcoa,  or  its  twin  sister  Alcan,  controls  many  of  the  most  available  deposits. 
But  there  is  more  and  we  have  developed  a  conveyor  which  will  move  it  from 
inaccessible  places.  I  will  speak  more  about  the  conveyor  later.  But  because 
of  the  cost  of  transport  we  cannot  ship  bauxite  from  these  far-away  places  and 
compete.    Nor  can  we  pay  $10  duty  on  alumina  and  compete. 

Other  important  considerations  will  appear  later  in  my  statement. 

If  the  Congress  will  eliminate  the  duty  on  both  bauxite  and  alumina  we  will 
feel  we  have  adequate  protection  as  to  the  supply  of  this  raw  material. 

POWER 

Power  must  be  considered  for  immediate  use  and  for  long-range  developments 
It  must  also  be  considered  the  standpoint  of  the  people's  interest. 

A  large  amount  of  power  is  immediately  available  at  Bonneville  and  Grand 
Coulee,  and  Grand  Coluee  can  install  more  generators  for  more  power. 

A  dam  at  Z  Canyon,  north  of  Spokane,  would  cost  sixteen  millions  and  would 
produce  600,000  kilowatts  of  firm  power.  This  dam  was  formerly  owned  by  my 
late  friend,  Hugh  Cooper.  We  contemplated  a  metallurgical  operation  there 
years  ago  but  were  prohibited  by  the  then  existing  freight  rates.  This  power 
could  be  produced  for  one-tenth  mill  and  also  as  cheap  as  Shipshaw. 

Our  high-strength  aluminum  alloy  and  high-line  construction  now  in  the  patent 
oflSce  makes  it  economical  to  transmit  electrical  energy  600  miles.  Dr.  Raver, 
of  Bonneville,  recently  stated  that  it  is  now  economical  to  transmit  power  600 
miles  whereas  before  the  war  about  300  miles  was  the  limit. 

These  plants  can  be  equipped  to  operate  on  surplus  power,  run-of-the-river 
power,  but  we  understand  that  Bonneville  cannot  make  a  rate  for  such  power. 
That  is  prohibited  by  law. 

The  Government  is  committed  to  a  stock  pile  of  bauxite  or  aluminum.  It 
should  be  aluminum  as  recommended  by  Secretary  Ickes.  The  water  should  not 
be  wasted  over  the  dams.  We  should  store  the  energy  in  the  metal  and  never 
again  have  a  Shipshaw  deal.  It  will  cost  the  Government  the  same  for  this 
stock  pile  if  the  Government  gives  Bonneville  $25,000,000  and  buys  the  stock 
pile  at  $25,000,000  less.  The  producer  can  make  the  metal  for  $25,000,000  less  if 
Bonneville  reduced  its  rate  to  one-half  mill,  but  with  this  $25,000,000  Bonneville 
can  construct  Z  canyon  dam  and  replace  its  power  at  one-tenth  mill.  The  in- 
formation I  have  from  the  Federal  Power  Commission  verifies  this  statement.. 
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Thus  Bonneville  would  gain  on  this  transaction  and  the  producer  would  then 
sell  aluminum  at  12y<y  cents  which  would  be  the  lowest  price  ever  in  Amenca. 
This  rate  is  necessary  for  a  competitive  producer  based  upon  present  freight 

rates 

The  Government  has  a  loan  of  $28,000,000  on  the  Santee  Cooper  power  owned 
by  the  State  of  South  Carolina.  A  large  bulk  of  this  power  was  used  for  War 
Production  which  is  not  likely  to  continue.  Here  again  industry  is  needed  to 
balance  agriculture.  We  employed  many  boys  from  South  Carolina  m  the 
Le  Tourneau  plant  built  in  Georgia  and  can  speak  very  highly  of  them.  With 
the  duty  removed  on  alumina,  a  plant  can  be  moved  to  South  Carolina  to  use 
its  surplus  power.  The  rate  needed  not  be  as  low  as  Bonneville  because  of  its 
proximity  to  eastern  markets.  Senator  Johnston,  when  he  was  Governor  of 
South  Carolina,  impressed  upon  me  the  importance  of  industry  for  the  young 
men  of  his  State.     I  promised  that  I  would  try  to  help  solve  that  problem. 

TVA  may  have  sufficient  surplus  power  but  has  shown  no  inclination  to  make 
a  price  which  would  permit  competitive  production. 

The  long-range  policy  must  consider  the  dam  proposed  by  President  Truman 
to  be  built  about  15  miles  above  Messina,  N.  Y.  It  will  cost  275  millions,  of 
which  240  millions  will  be  charged  off  to  navigation.  It  will  produce  1.7  million 
kilowatts  firm  power  now  which  will  be  increased  to  2,000,000  kilowatts  when 
the  works  above  are  completed  to  regulate  the  flow.  Half  of  the  power  will 
belong  to  Canada  for  which  there  does  not  appear  to  be  a  market.  This  power 
should  be  as  cheap  as  Shipshaw.  This  point  has  very  great  advantage  for  dis- 
tribution to  the  major  markets— Chicago,  Detroit,  Cleveland,  and  New  England. 
It  would  also  establish  full  value  to  the  Government  plant  at  Messina,  which 
has  heretofore  been  uneconomical ;  in  fact,  its  power  cost  exceeded  New  York 
City  by  30  percent  and  Spokane  by  300  percent.  This  is  by  far  the  most  ad- 
vantageous point  for  relocation  of  some  of  the  plants. 

There  are  several  oil  refineries  in  the  Philadelphia  district,  but  our  engi- 
neering studies  are  not  complete  on  this  subject.  It  refers  to  the  plant  at  Bur- 
lington N  J.  The  river  is  dredged  so  ocean  ships  can  reach  this  plant  and 
alumina  can  be  delivered  there.  It  is  very  close  to  big  markets.  The  cost  of 
freight  by  rail  or  trucks,  to  these  parkets  would  be  low.  Our  studies  indicate 
that  if  Diesel-engine  power  were  installed  for  the  day  load  and  surplus  power 
purchased  for  the  night  load  this  plant  can  be  economically  operated.  It  is 
our  opinion  that  both  the  Los  Angeles  and  Riverside  plants  should  be  removed 
to  Bonneville  and  this  would  make  available  the  Diesel  plant  at  Riverside  for 

Burlington,  N.  J.  .       ^  ^    .    t.t  v.      i 

It  was  stated  that  there  was  50,000  kilowatt-hours  going  to  waste  in  Nebraska. 
It  should  surely  be  advantageous  to  divide  up  these  plants  to  use  waste  power.  I 
am  also  convinced  that  it  is  to  the  public  good  to  balance  agriculture  with  indus- 
try Industry  seems  to  grow  from  a  seed.  An  engineering  study  is  projected  to 
determine  the  economics  of  this  location.  These  are  natural  resources  which 
should  benefit  the  people. 
It  is  believed  that  congressional  action  is  needed  only  in  the  case  of  Bonneville. 

TRANSPORTATION 

The  new  operator  must  have  ships.  The  ships  must  be  able  to  transport  the 
materials  and  products  as  cheaply  as  Alcoa  and  we  are  not  unmindful  of  the 
fact  that  the  Maritime  Commission  has  granted  subsidies  to  Alcoa.  The  Govern- 
ment has  surplus  ships.  Such  ships  should  be  sold  to  the  operator  as  part  of  the 
facilities  and  at  such  price  as  to  equalize  his  shipping  cost  with  Alcoa.  This  may 
mean  some  alteration  and  construction. 

When  alumina  and  power  are  available,  there  will  be  no  delay  on  the  part  of 
our  engineers.  Our  laboratoi-y  has  been  in  the  l^ssey  &  Jones  Shipyard  for 
25  years,  builders  of  ships  for  100  years.  If  the  basis  of  purchases  is  equality 
of  shipping  cost  we  will  provide  our  analysis  on  all  boats  offered. 

Alumina,  Hurricane  Creek  to  Pacific  Northwest 

There  are  three  rates,  $16.60,  $12,  and  $8  per  ton.  The  latter  rate  is  based 
upon  1,800  tons  in  one  shipment.  This  rate  was  established  during  the  emer- 
gency. Also  the  Government  has  certain  rights  with  reference  to  rates  over 
railroads  which  received  land  grants.  Our  transportation  experts  state  they  are 
unable  to  state  whether  or  not  this  rate  will  be  maintained.  If  the  rate  is 
doubled  it  would  mean  a  loss  of  $8,000,000  per  year  which  would  have  a  decided 
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effect  upon  the  value  of  the  plants  and  their  location.  The  uncertainty  should 
be  eliminated. 

What  I  have  said  as  to  alumina  above  applies  to  products  of  the  plants.  There 
should  be  no  question  as  to  freight  rates  when  the  war  emergency  is  over. 

Short-haul  rates  are  not  justified.  For  example,  the  rate  of  alumina  from 
Hurricane  Creek  to  Jones  Mill  is  $3.20  per  ton  for  26  miles  as  against  above  rate 
of  $8  for  40  times  as  far.  The  short-haul  rates  on  bauxite  are  as  bad.  The  rate 
on  pig  from  Tacoma  to  Spokane  is  $6.30  whereas  to  Wilmington,  Del.,  it  is  $16. 
We  have  developed  equipment  which  will  move  these  bulk  materials  at  one-fourth 
cent  per  ton-mile  and  automatically  load  and  unload  same.  Instead  of  moving 
a  plant  like  Jones  Mills  26  mile  sto  Hurricane  Creek  or  the  Spokane  plants  to 
tide  water,  it  would  be  cheaper  for  the  Government  to  install  such  conveyors 
unless  the  rates  are  reduced. 

The  light-weight  alumina  car  has  been  proven.  With  our  stronger  alloys 
where  strength  is  required  and  with  plate  from  scrap  these  cars  can  be  built 
cheaply.  They  would  deliver  30  percent  more  tonnage  for  the  same  train  weight. 
They  would  have  40  percent  less  return  load.  The  Government  could  well  afford 
to  build  these  cars  to  reduce  the  freight  rate  between  its  plants.  The  same  cars 
can  be  used  to  transport  pig  east.  They  should  be  included  with  the  disposal 
of  the  plants. 

If  the  Missouri  Valley  project  proceeds  they  would  provide  low-cost  freight 
handling  of  cement  for  the  dams. 

Canal  tolls  has  been  referred  to  by  Senator  Murray.  They  should  be  reduced 
as  low  as  possible.  From  the  above  statement  it  is  apparent  that  with  the  con- 
veyor mentioned  it  would  be  possible  to  unload  boats  on  one  side  of  Panama  and 
load  on  the  other  side  and  beat  the  canal  tolls  by  better  than  80  percent  on  bulk 
material. 

In  conclusion  on  shipping  costs: 

1.  The  sale  must  include  ships  on  a  basis  of  equality,  in  shipping  cost  with 
Alcoa. 

2.  The  Interstate  Commerce  Commission  must  determine  that  the  basic  freight 
rates  will  not  be  increased  greater  than  justified  by  increased  labor  cost. 

3.  That  conveyors  be  installed  to  feed,  and  between  plants,  which  wiU  eliminate 
excess  local  costs. 

PATENTS 

After  World  War  I  a  law  was  passed  extending  patents  because  the  war  effort 
had  deprived  patentees  of  the  use  of  their  patents.  We  have  been  deprived  of 
the  use  of  many  patents  for  5  years  because  of  the  war. 

Legislation  should  again  restore  to  patentees  the  right  to  use  their  patents  for 
the  time  they  have  been  deprived  of  their  use  by  the  war  regulations. 

SECURITIES  AND  EXCHANGE  C»MMISSION 

Our  attorneys  feel  that  it  is  unsafe  to  organize  a  corporation  of  the  magnitude 
required  for  this  job  without  the  approval  of  the  Securities  and  Exchange  Com- 
mission even  though  all  of  the  stockholders  can  be  incorporators.  The  summary 
closing  of  these  plants  had  created  an  emergency  requiring  prompt  action  to  again 
put  them  into  operation.  I  am  sure  a  suggestion  from  this  committee  to  the  Com- 
mission would  be  sufllcient  to  get  prompt  action. 


OUB  PLAN 

We  propose  to  reduce  the  price  af  aluminum  to  12^^  cents  base  and  reduce  the 
price  of  magnesium. 

All  metals  are  competitive.  This  will  help  reduce  the  danger  of  inflation  in  all 
metals. 

We  propose  to  furnish  not  only  the  present  alloys  but  to  furnish  "Nicral "  our 
alloy  which  was  popular  with  many  manufacturers  before  the  war  WPB  nro- 
hibited  its  manufacture  during  the  war. 

We  propose  to  furnish  our  new  high-strength  alloy  "Hybloy"  which  exceeds 
all  other  known  alloys  in  strength  and  workability  and  corrosion  resistance 

We  propose  to  furnish  high-strength  cable  for  electrical  transmission  with  a 
weight  strength  conductivity  factor  fully  three  times  that  heretofore  available 

We  propose  to  purchase  the  Government  scrap  and  make  it  into  plate  and  other 
products  to  be  sold  at  a  lower  price.    We  have  inquiries  for  many  thousands  of 
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tons  of  such  plate  for  earth-moving  equipment,  railway  equipment,  superstruc- 
tures of  ships,  and  other  uses.  ^,      .  ^    ^^  , 

This  industry  has  lagged  badly  in  technical  progress.  Plastics  and  other  mate- 
rial have  far  outdistanced  it  in  development.  It  needs  new  life,  new  ideas,  new 
developments ;  it  needs  to  progress  to  catch  up  with  others.  We  believe  we  can 
supplv  the  creation  force  necessary. 

We"^  propose  to  produce  magnesium,  pig,  sheet,  bars,  rods,  and  shapes. 

Our  marketing  experts  say  confidently  that  this  plan  will  create  demand  for 
aluminum  and  magnesium  at  least  equal  to  that  during  the  war  and  with  like 

effect  on  employment.  ,       .  .  ^        i  •       „  *^^f„.,^ 

The  old  American  way  of  starting  with  a  shoestring  and  making  a  fortune 
cannot  be  applied.  It  is  hot  our  belief  that  this  plan  can  product  profit  the  first 
year  or  two,  the  increased  costs  of  establishing  so  large  an  industry,  of  creating 
many  new  outlets  (Alcoa  owns  or  controls  many  of  the  existing  outlets),  of 
helping  new  fabricators  get  established,  the  magnitude  of  the  job,  the  creations 
of  sales  organization,  the  establishment  of  warehousemen,  building  an  engineer- 
ing organization  and  enlarging  our  research  facilities,  to  be  done  on  such  fast 
schedule  will  entail  losses  and  expenses.  We  cannot  disregard  expense  as  was 
done  in  the  war.  But  we  will  build  a  permanent  industry.  We  will  build  a 
sound  foundation.  We  will  build  for  the  future.  Eventually  we  will  make 
good  returns  for  our  investors.     We  will  contribute  to  a  continuing  prosperity. 

On  the  other  hand  we  could  lease  the  plant  that  can  be  operated.  We  could 
use  the  Government  windfall  of  bauxite,  we  could  produce  aluminum  pig  for 
the  Government.  We  could  well  assume  the  monopoly  price  umbrella  would 
remain  because  it  would  be  too  costly  to  the  monopoly  to  reduce  the  price  for  a 
production  with  such  known  limitation.  The  Government  would  stand  the 
depreciation  and  obsolescence  of  the  plants  and  interest  on  the  plant  investment. 
We  would  need  no  sales  organization,  no  engineering,  no  research  expense.  On 
this  basis,  according  to  the  figures  given,  the  Murray  committee  we  could  have 
a  cost  under  9  cents  and  a  price  of  14  cents  and  make  $100  per  ton  without  ris^k. 
The  bauxite  would  make  750,000  tons  of  metal.  Such  a  deal  could  return  the 
operator  $75,000,000— and  leave  the  Government  holding  the  bag  with  obsolete 
plants.     It  would  create  a  more  serious  emergency  a  few  years  later. 

Yet,  those  who  propose  such  a  plan  seek  a  Government  guaranty  against  loss. 

We  find  no  law  that  permits  the  Government  to  make  such  guaranty  nor  to 
give  any  subsidy. 
The  plants  cannot  he  disposed  of  piecemeal. 

The  Spokane  mill,  the  Chicago  mill,  and  the  Newark,  Ohio,  mill,  each  cgn 
produce  1,500,000  tons  annually  at  capacity  at  $60,000,000  cost.  At  50  percent 
of  capacity,  the  cost  would  be  about  $42,000,000  annually  and  at  25  percent,  the 
cost  would  be  about  $34,000,000.  This  is  because  many  costs  such  as  taxes,  inter- 
est, depreciation  supervision,  and  overhead  do  not  reduce  and  power  does  not 
reduce  in  proportion  to  output.  These  plants  are  capable  of  very  low  cost  if 
operated  at  capacity.  But  at  reduced  capacity  they  soon  approach  an  uneco- 
nomical operation  and  at  further  reduced  capacity  they  could  cause  a  great  loss 
to  the  operator.  Anything  less  than  near  capacity  would  mean  intermittent 
operation  and  very  detrimental  to  labor.    They  cannot  be  slowed  down  because 

the  metal  would  cool.  .  .    «.i^        -, 

The  freight  rate  from  Spokane  to  Eastern  points  on  pig  aluminum  is  $lb,  and 
on  finished  sheet  $36.50.  The  latter  would  require  crating.  Thus  it  would  cost 
about  $40  more  per  ton  to  ship  finished  sheet  from  Spokane  than  Chicago.  Be- 
cause of  these  freight  differentials,  finished  sheet  for  the  Pacific  States  and  the 
Orient  should  be  rolled  at  Spokane  and  for  Eastern  markets,  at  Chicago.  For 
an  integrated  operation,  the  Newark,  Ohio,  rod  and  bar  mill  would  need  be 
included.  What  was  said  of  the  costs  for  the  sheet  mills  also  apply  equally  to 
this  mill.    You  need  capacity  operation.     • 

Also  for  integrated  operation  an  extrusion  plant  is  needed  both  in  the  East 
and  the  West.  The  Cressona  plant  should  be  restored  and  the  Phoenix  plant 
moved  to  the  Pacific  Northwest. 

These  plants  cannot  be  subdivided,  they  cannot  be  shrunk,  and  they  are  big. 
These  plants  would  need  500,000  tons  of  metal  production  to  operate  them  with- 
out providing  pig  for  other  purchasers.  And  on  plate  and  heavy  construction,, 
they  could  use  700,000  tons  per  year. 

To  supply  these  plants  requires  the  production  of  all  of  the  aluminum-reduc- 
tion plants. 
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To  deprive  these  plants  of  capacity  operation  would  depreciate  their  value 
and  greatly  increase  production  cost  and  prevent  creation  of  an  industry  capable 
of  competing  with  the  present  monopoly. 

In  conclusion,  we  as  well  as  anyone  else  would  like  to  start  with  a  small 
integrated  etticient  unit.  We  would  rather  grow  large.  The  size  and  location 
of  plants  makes  it  impossible  to  assemble  or  construct  such  desirable  unit. 
We  have  studied  and  tried  for  many  months  to  do  this.  It  cannot  be  done. 
And  we  will  say  it  has  taken  many  months  to  raise  our  vision  and  give  us 
courage  sufficient  to  come  forth  with  our  proposition  for  this  huge  job.  We 
have  had  to  enlarge  the  technical  organization  to  handle  the  job.  We  have 
had  to  hire  and  loan  men  to  other  industries  on  a  temporary  basis  so  as  to  be 
ready  to  operate  these  plants.    We  are  prepared  for  the  "go"  sign. 

OUB    PROPOSAL 

Our  proposal  is  based  upon  two  propositions : 

1.  That  we  can  operate  the  plants  in  competition. 

2.  That  we  can  afford  to  pay  the  reasonable  value  of  the  facilities. 

It  does  not  take  much  intelligence  to  appraise  the  value  of  a  fair  deal  to 
the  public  in  the  aluminum  industry  at  this  time  nor  to  estimate  the  results  of 
it  to  a  new  producer. 

Provided  the  raw  materials,  power,  and  transport  are  made  available  as 
described  and  patents  extended,  and  freight  rates  maintained,  and  thereafter 
if  the  situation  as  to  such  is  permitted  to  change  to  make  the  plants  not  economic 
we  can  cancel  and  be  protected  against  loss  then. 

In  general  we  are  willing  to  pay  the  reasonable  value  of  these  plants  and 
materials  on  hand  based  upon  normal  prewar  cost  and  proper  deductions  as 
outlined  in  my  letter  of  December  27,  1945,  to  Mr.  W.  S.  Symington.  The  price 
to  he  fixed  by  a  fair  appraisal  with  both  seller  and  buyer  equally  represented. 

We  offer  to  pay  $5,000,000  down  and  the  balance  over  a  period  of  50  years 
with  interest  at  2  percent  per  annum.  We  will  pay  interest  only  on  plants 
after  they  are  ready  to  operate.  After  5  years  we  will  apply  one-third  of  our 
net  income  to  interest  and  debt  retirement.  We  are  to  have  the  privilege  to 
prepay  and  stop  interest.  We  can  prepay  on  any  unit  or  part.  When  any 
unit  or  part  or  the  whole  is  paid  we  are  entitled  to  good  merchantable  title. 

We  will  operate  with  private  capital  and  at  private  risk. 

All  plants  are  now  closed  down,  some  are  partly  dismantled,  some  are  located 
where  they  cannot  be  operated  economically.  Many  other  conditions  exist.  On 
the  question  of  reopening  plants  permit  me  to  call  attention  of  the  committer 
to  the  last  Shipshaw  contract  which  required  taking  of  110,000,000  pounds  of 
metal  as  penalty  for  cancellation.  On  a  basis  of  cost  at  Shipshaw  this  meant 
a  $10,000,000  profit  to  the  Canadian  company  and  loss  to  the  American  people. 

I  am  informed  the  Canadian  company  pays  no  taxes  in  Canada.  It  pays 
none  to  America.  In  our  dealings  there  should  be  no  prejudice  against  citizens 
here  who  pay  taxes. 

A  new  operator  cannot  assume  such  losses,  whether  on  lease  or  sale.  He 
cannot  assume  the  losses  due  to  bad  location.  If  the  Government  leases  the 
plants  it  will  have  to  put  them  in  operative  condition.  It  will  have  to  make 
adjustments  to  offset  costs  due  to  location  until  such  costs  can  be  removed. 

The  least  the  Government  will  realize  out  of  these  plants  will  be  to  lease 
them  on  short-term  leases  and  delay  the  disposal  until  the  bauxite  is  consumed 
and  the  plants  are  older. 

^If  thT  plants  are  junked  at  this  time  we  believe  the  Government  would  receive 
more  than  through  leasing. 

Our  engineering  studies  are  sufl5cient  that,  when  the  problems  necessary  for  a . 
permanent  industry  are  solved,  we  can  determine  in  short  order  what  should 
be  done  with  all  the  plants  and  equipment.  In  many  places  the  buildings  can 
be  sold  for  more  than  their  dismantling  value  and  new  structures  erected  at 
the  new  site.  We  would  prefer  that  such  new  structures  be  of  much  cheaper 
design  because  we  have  to  pay  for  them.  We  can  then  offer  a  contract  covering 
the  many  details  and  verify  them  by  up-to-date  inspection.  What  our  engineers 
recommend  should  be  followed  so  long  as  it  does  not  increase  the  cost  to  the 
Government  over  what  the  Government  engineers  propose. 

These  details  need  not  interfere  with  immediate  possession  and  operation  or 
the  plants  immediately  operative,  but  a  method  of  solving  all  matters  must 
first  be  agreed  upon. 
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Iq  Norway  sardines  and  fish  have  heen  packed  in  aluminum  cans  for  years^ 
wich  many  advantages.  The  west-coast  canning  industry  should  in  time 
consume  a  large  tonnage  of  the  Spokane  mill.  I  would  enjoy  reviewing  the  new 
markets  we  have  assurance  of  as  referred  to  in  my  former  statement  to  the 
Murray  committee.    Price  and  quality  will  produce  continuing  success. 

The  immediate  capacity  of  the  new  producer  would  be  about  one-third  that  of 

Alcoa  in  pig  production.     Alcoa  will  at  least  meet  the  competition  price.     It 

has  never  in  the  history  made  so  low  a  price,  although  Germany  sold  the  metal 

for  less  before  the  cartel.    Our  marketing  experts  predict  that  Alcoa  will  have  a 

surprise  with  greater  volume  of  business  and  will  also  make  more  money  by 

bigger  volume  and  lower  price,  that  it  will  expand  its  production  while  we  are 

moving  facilities  and  arranging  for  increased  production.     But  from  the  stand- 

I).)int  of  utilization  the  new  operator  will  have  no  capacity,  whereas  Alcoa 

owns  or  controls  the  present  major  outlets.     We  have  got  to  establish  new 

outlets  and  promote  many  new  fabricators. 

Respectfully,  „  ^  ^    „ 

r  Fbancis  C.  Cart. 

Senator  Murray.  This  is  the  last  witness  at  this  hearing.  If  any- 
one wishes  to  present  an  analysis  of  the  statement  just  made  by  the 
witness,  either  his  prepared  statement  or  his  oral  statement,  they 
may  do  so  at  some  future  time.  j .  j      u 

this  concludes  the  testimony,  and  the  hearmgs  are  adjourned,  sub- 
ject to  the  call  of  the  Chair.  The  record  is  open  for  any  statements 
to  be  filed  in  answer  to  this  statement. 

(Whereupon,  at  12 :  05  p.  m.,  the  hearmg  was  adjourned.) 
(By  direction  of  the  chairman,  the  following  letters  are  mserted 
at  this  place  in  the  record :) 

Tennessee  Valley  Authority, 
Knoxvdlle,  Tenn.,  November  1,  19^5. 
Re  Hearing  on  aluminum  reports  of  Surplus  Property  Administration  and  the 
Attorney  General. 

Hon.  .Joseph  C.  O'Mahoney, 

Chairman,  Subcommittee  on  Surplus  Property  Disposal, 
Committee  on  Military  Affairs, 

Senate  Office  Building,  Washington,  D.  t. 
T)F\n  Senator  O'Mahoney:  At  the  conclusion,  on  October  19,  1945,  of  the 
joint  hearKyoursubcommittee,  the  Special  Committee  to  Study  and  Survey 
Problem  on  Small  Business  Enterprises,  and  the  Industrial  Reorganiza  ion 
Subcommittee  of  the  Special  Committee  on  Postwar  Economic  Policy  and  Plan- 
nruV  Senator  Murray,  who  presided  on  that  day,  invited  comments  concerning 
?he  testimony  ^  Mr.  Francis  C.  Carey  and  stated  that  the  record  would  be  open 
for  that  purpose.  The  purpose  of  this  letter  is  to  respond  m  a  general  way  to 
^  me  of  fhe^mp  ications  of  the  testimony  of  Mr.  Carey  and  other  participants 
uThe  hearing.  Primarily,  however,  we  wish  to  answer  specific  inquiries  which 
von  vourself  made  concerning  TVA  during  the  hearing,  and  which  were  not 
TswereS  on  The  spot  becausi  our  representatives  happened  not  to  be  present 

^^^Th^'o^qriulr  largely  anticipated  by  my  letter  to 

Senator  Stewart  of  October  9,  1945,  relating  to  the  interim  report  on  the  future 
oMfJhtmS  prepared  by  the  Spedal  Small  Business  Committee.     I  am  accord- 
■  laglfend^^^^^^^  letter  with  the  request  that  it,  together  with  this 

Mx^r  be  incorporated  in  the  record  of  the  joint  hearing.        ,      ,  ^^      -^ 
Your  fir-t  reqiLt  for  information  concerning  TVA  was  made  at  the  afternoon 

se^^ion  on  October  16,  after  Mr.  Goldschmidt,  f ''i"^,^?^,^^,"^^^,^*.^^^^^^^^^^ 
e-^^iieril  discussion  (reporter's  transcript,  vol.  2,  pp.  18o  and  186),  had  testinea  to 
t^^rSLt  that  Boiinevme  was  not  in  a  position  to  subsidize  war-plant  operations 
through  sSfp^^^^^^^^  rates,  but  was  under  legal  compulsion  to  sell  power  on  a 
cmmerciaT  basis  at  rates  sufficient  to  meet  its  obligations  and  recapture  the 
.C^>ve  ^me^^  investment.  A  further  discussion  along  t^s  same  line  took  place  at 
the  morning  session  on  October  18  ( reporter's  transcript  vol.  4.  pp.  567  et  s^-Mn 
which  Mr.  Goldschmidt  verified  a  previous  statement  by  Mr.  Caskie  (reporter  s 


transcript,  vol.  4,  p.  558)  that  power  is  going  to  waste  at  Bonneville  Dam,  and 
indicated  that  Bonneville  might  be  able  to  make  nonfirm  or  secondary  power 
available  to  the  aluminum  industry  at  rates  lower  than  any  it  has  thus  far 
charged.  At  the  start  of  the  afternoon  session  on  October  18  (reporter's  tran- 
script, vol.  4,  p.  584)  you  referred  to  this  discussion  and  again  indicated  that  you 
would  like  a  statement  from  us  concerning  the  application  to  TVA  of  the  points 
touched  upon  by  Mr.  Goldschmidt.  I  tliink  the  following,  along  with  the  enclosed 
copy  of  my  letter  to  Senator  Stewart,  will  furnish  the  information  you  were  seek- 
ing on  the  two  occasions  mentioned : 

1.  TVA  is  not  empowered  by  its  act  to  supply  power  at  below-cost  figures 
for  industrial  or  other  private  use,  either  as  a  subsidy  for  wartime  produc- 
tion or  as  an  aid  or  incentive  to  peacetime  competition.  On  the  contrary,  our 
act  declares  that  our  power  projects  shall  be  "self-supporting  and  self -liquid- 
ating" and  requires  TVA  to  market  its  power  at  rates  which  will  cover  the 
full  cost  of  generation  and  transmission  and  assist  in  liquidating  the  cost  cf 
the  TVA  multiple-purpose  water-control  projects.  Further,  the  TVA  Act 
directs  that  power  be  distributed  primarily  for  the  benefit  of  the  people  of 
the  section  as  a  whole,  particularly  the  domestic  and  rural  consumer,  and  that 
"sale  to  and  use  by  industry  shall  be  a  secondary  purpose,  to  be  utilized  prin- 
cipally to  secure  a  sufficiently  high  load  factor  and  revenue  returns  which  will 
permit  domestic  and  rural  use  at  the  lowest  possible  rates  and  in  such  manner 
as  to  encourage  increased  domestic  and  rural  use." 

2.  There  is  no  power  going  to  waste  at  TVA  dams  and  TVA  has  no  capacity 
which  will  perforce  remain  idle  if  not  utilized  by  the  aluminum  industry. 
TVA  is  now  prepared  to  deliver  to  Alcoa  or  Reynolds  or  other  aluminum  pro- 
ducers in  this  area,  at  nondiscriminatory  rates,  such  quantities  of  power 
as  they  may  require.  However,  if  that  power  is  not  sold  to  consumers  in  that 
class  it  will  be  sold  to  someone  else.  In  this  connection  I  think  I  should  state 
frankly  that  as  we  see  it  our  long-range  power  problem  is  going  to  be  one  of 
supply  rather  than  markets. 

3.  TVA's  present  industrial  rates,  for  both  firm  and  secondary  power,  aie 
the  product  of  the  policies  and  requirements  of  the  TVA  Act  as  generally 
outlined  above,  and  may  not  be  arbitrarily  lowered.  These  rates  are  already 
as  low  as  any  rates  available  to  industry  east  of  the  Rocky  Mountains.  While 
they  are  higher  than  Bonneville  rates,  it  must  be  remembered  that  TVA't 
power  costs,  and  therefore  its  power  rates,  are  determined  by  the  character- 
istics of  the  system  of  multiple-purpose  water-control  projects  which  Congress; 
has  directed  be  built  for  the  development  of  the  Tennessee  River  and  'na 
tributaries.  As  suggested  by  Mr.  Goldschmidt,  the  Columbia  River  is  a 
special  type  of  water  resource  the  characteristics  of  which  are  more  favor- 
able than  those  of  the  Tennessee  from  the  standpoint  of  power  production. 
The  fact  is  that  because  of  the  differences  in  the  two  rivers  power  simply 
cannot  be  produced  as  cheaply  on  the  Tennessee  as  on  the  Columbia.  The 
power  available  in  the  Tennessee  Valley,  therefore,  is  not  only  higher  priced 
but  also  higher  cost  power  than  that  distributed  from  Bonneville. 

4.  During  the  discussion  above  referred  to,  and  following  which  you  re- 
quested information  concerning  TVA,  Mr.  Goldschmidt  remarked  (reporter's 
transcript,  vol.  4,  p.  567)  that  "in  Bonneville  and  the  TVA  power  is  sold  on 
these  enormous  aluminum  contracts  on  a  20-year  basis."  This  may  be  con- 
strued as  suggesting  that  TVA  has  sold  power  to  aluminum  producers  for  a 
minimum  term  of  20  years,  with  a  requirement  fhat  the  contract  demand  lt»e 
paid  for  over  the  full  20-year  period  whether  used  or  not.  TTiis  is  incorre<t, 
of  course,  since  TVA  has  not  sold  any  power  to  aluminum  producers  on  a 
minimum  20-year  basis.  As  a  matter  of  fact  most  of  the  firm  power  sold  by 
TVA  to  aluminum  producers  during  the  war  (205.000  kilowatts  out  of  a  total 
of  257,000  kilowatts  was  supplied  under  contracts  cancelable  by  the  custonif  r 
upon  1  year's  notice  without  penalty  by  reason  of  such  cancellation,  and  the 
producers  have  already  canceled  such  contracts  in  the  exercise  of  the  rigi.i 
so  provided. 

In  referring  above  to  "secondary  power"  I  have  not  used  the  term,  as  seems 
to  have  been  done  occasionally  at  the  joint  hearing,  as  synonymous  with  hydro 
power  or  capacity  which  will  be  wasted  continuously  or  for  extended  periods 
unless  purchased  by  the  aluminum  industry.    As  above  stated,  TVA  has  no  power 
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which  can  be  so  classified.  By  secondary  power  we  mean  merely  power  which  is 
interruptible  at  the  option  of  the  supplier  during  specified  periods  of  the  year 
because  of  water  conditions  normally  prevailing  during  those  periods.  As  ex- 
plained in  the  enclosed  letter  to  Senator  Stewart,  there  are  markets  for  this 
kind  of  power  in  our  area  and  we  have  consistently  sold  it  at  prices  ranging  from 
1.5  to  2.5  mills  per  kilowatt-hour.  Any  sale  of  such  power  below  its  demonstrated 
value  would  conflict  with  and  defeat  the  purposes  of  the  power-supply  provisions 
of  the  TVA  Act,  which  demand  that  such  power  be  utilized  to  minimize  the  costs 
to  be  borne  by  the  public  agencies  which  are  given  a  preferred  right  to  purchase 
the  primary  output  of  the  system. 

To  avoid  any  misunderstanding  concerning  its  possible  application  to  TVA  I 
think  I  should  also  comment  concerning  Mr.  Olds'  testimony  as  presented  on 
October  17  (reporter's  transcript,  vol.  3,  pp.  287-289).  Mr.  Olds  first  made  the 
point  that  certain  Federal  power  projects  in  the  Pacific  Northwest  could  deliver 
powder  "at  site"  at  a  figure  lower  than  the  rate  for  transmitted  power.  He  then 
suggested  that  since  the  Government-owned  aluminum  plants  in  the  Pacific 
Northwest  should  properly  have  been  located  "at  site"  in  the  first  instance,  the 
fact  that  they  were  not  actually  so  located  might  be  disregarded  for  rate-making 
purposes,  and  that  power  might  be  supplied  to  them  on  an  at-site  or  nontrans- 
mitted  basis  even  though  such  supply  would  involve  a  substantial  transmission 
investment.  While  Mr.  Olds'  remarks  were  specifically  phrased  in  terms  of  the 
Pacific  Northwest,  I  want  to  make  certain  that  the  members  of  the  committees 
understand  that  at-site  or  nontransmitted  rates  are  not  available  to  any  plant 
served  by  TVA,  even  though  located  immediately  adjacent  to  a  generating  station. 

The  reason  for  this  is  that  the  power  delivered  to  a  particular  TVA  customer 
is  supplied  not  from  an  individual  project  or  projects  but  from  an  integrated 
system  or  pool  in  which  individual  projects  are  designed,  operated,  and  maintained 
as  parts  of  one  over-all  unit  and  source  of  supply.  It  cannot  properly  be  said 
that  all  of  the  power  delivered  to  a  particular  TVA  customer  has  its  origin  at  a 
particular  dam,  and  the  power  delivered  to  any  customer  cannot  be  so  segregated 
or  identified.  Because  of  the  necessities  of  system  design  and  operation,  there- 
fore, all  power  delivered  from  the  TVA  system  involves  the  element  of  transmis- 
sion cost.  Whatever  the  situation  in  the  Pacific  Northwest  might  be,  the  delivery 
of  TVA  power  to  particular  plants  or  industries,  wherever  located,  without  regard 
to  that  transmission  cost,  would  mean  a  discriminatory  subsidy  in  favor  of  those 
plants  and  industries.  In  recognition  of  the  development  of  the  TVA  system  to 
the  point  where  the  foregoing  is  true,  the  TVA  Board  some  years  ago  discon- 
tinued the  appication  of  a  small  nontransmitted  power  discount  which  had 
previously  been  in  effect. 

In  general  our  comments  concerning  the  issues  discussed  at  the  hearing  and 
concerning  the  testimony  with  reference  to  those  issues  may  be  summarized  as 
follows :  TVA  has  a  congressional  mandate  to  develop  the  resources  of  the  Ten- 
nessee Valley  region,  and  accordingly  has  a  basic  interest  in  the  successful  opera- 
tion of  productive  enterprises  which  can  utilize  those  resources,  including  electric 
power,  on  a  sound  basis,  and  provide  industrial  employment.  TVA,  however, 
must  deal  with  all  such  enterprises  in  a  nondiscriminatory  manner  and  has  no 
legal  authority  to  encourage  or  assist  such  enterprises,  or  to  maintain  competition 
between  those  in  the  same  class  through  the  device  of  below-cost  or  below-value 
power  rates.  The  policies  established  by  Congress  for  TVA  require  that  rate 
levels  for  power  marketed  by  it  be  such  as  to  cover  all  costs,  and  that  rate 
schedules  for  the  various  kiqds  of  service  bear  a  proper  relationship  to  one  another 
and  to  the  rate  structure  as  a  whole.  These  policies  are  not  merely  fundamen- 
tally sound — they  embody  the  basic  essentials  for  successful  and  satisfactory 
operation  of  Government  power  plants.  If  It  is  necessary  as  a  matter  of  national 
policy  to  subsidize  or  offer  incentive  aids  to  aluminum  producers  in  order  to 
maintain  coraiietltlon,  we  think  Congress  should  act  openly  and  directly  to  that 
end  through  some  agency  which  will  be  held  directly  responsible  for  the  results 
of  the  subsidy — not  by  such  Indirect  expedients  as  sales  of  electricity  from  Gov- 
ernment plants  at  arbitrary  below-cost  or  below-value  figures. 
Sincerely  yours, 

D.wiD  E.  LiLiENTHAL,  Chairman. 
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Tennessee  Valley  Authority, 
Knoxville,  Tcnn.,  October  9,  194o. 

Hon.  Tom  Stewart, 

Chairman,  Surplus  War  Property  Suhcommittee, 

Senate  Office  Building,  Washington,  D.  C. 

Dear  Senator  Stewart  :  In  accordance  with  your  request,  we  have  reviewed 
the  interim  report  on  the  future  of  light  metals,  prepared  by  the  Surplus  War 
Property  Subcommittee  of  the  Special  Senate  Committee  to  study  problems  of 
American  small  business. 

As  one  of  the  Federal  agencies  marketing  power  to  producers  of  light  metals, 
we  feel  that  your  committee  will  wish  to  give  further  consideration  to  the  rela- 
tionship between  the  national  policies  applicable  to  the  light-metals  industry 
and  existing  national  policies  applicable  to  the  marketing  of  power  produced 
at  Federal  Water-control  projects.  . 

The  Tennessee  Valley  Authority  Act  establishes  a  definite  congressional  policy 
for  the  marketing  of  TVA  power.  The  TVA  is  directed  to  market  its  power 
at  rates  which  will  be  suflicient  to  cover  the  costs  of  power  production  and  trans- 
mission and  assist  in  the  liquidation  of  the  cost  of  the  water-control  projects. 
It  Is  also  directed  by  section  11  of  the  act  to  distribute  power  primarily  "for 
the  benefit  of  the  people  of  the  section  as  a  whole  and  particularly  the  domestic 
and  rural  consumers  to  whom  the  power  can  economically  be  made  available," 
and  to  make  sales  of  power  to  industry  "a  secondary  purpose,  to  be  utilized 
priuclpfilly  to  secure  a  sufficiently  high-load  factor  and  revenue  returns  which 
will  permit  domestic  and  rural  use  at  the  lowest  possible  rates  and  in  such 
manner  as  to  encourage  increased  domestic  and  rural  use  of  electricity"  (48 
Stat  64-65  (1933) ).  In  marketing  the  power  in  accordance  with  the  foregoing 
policies,  the  rate  level  must  be  such  as  to  cover  all  costs,  and  rate  schedules 
for  the  various  types  of  services  must  bear  a  proper  relationship  to  each  other 
and  to  the  rate  structure  as  a  whole.  .^.       • 

In  the  interim  report  of  your  committee  it  is  clear  that  special  recognition  is 
given  to  the  Importance  to  the  public  interest  and  to  the  national  defense  of  the 
future  of  the  light  metals  industry. 

The  suggestion  Is  repeatedly  made  that  these  considerations  should  dictate  the 
granting  of  special  assistance  to  the  llght-metals  Industry,  and  especially  to  pro- 
ducers other  than  Alcoa.  If  the  Congress  should  conclude  as  a  matter  of  public 
policy  that  special  assistance  in  some  form  or  other  should  be  given  to  the  light- 
metals  industry,  we  believe  that  this  should  be  accomplished  through  direct  means 
by  an  agency  with  direct  responsibility  for  the  results  of  the  assistance  rendered. 
W^e  do  not  believe  that  It  should  be  accomplished  In  whole  or  in  part  by  placmg 
upon  the  Federal  power  agencies  the  responsibility  for  giving  special  treatment 
to  the  light-metals  Industry  In  the  marketing  of  their  power,  thereby  upsetting 
the  policies  established  by  Congress  for  those  agencies. 

There  are  several  specific  points  covered  In  the  committee's  interim  report  deal- 
ing with  the  supply  of  power  to  the  light-metals  industry,  upon  which  we  believe 
that  our  comments  might  be  helpful.    These  are  as  follows : 

1.  In  the  next  to  the  last  paragraph  on  page  7  of  the  interim  report,  refer- 
ence Is  made  to  the  rates  which  should  be  charged  by  Federal  power  agencies 
for  secondary  power  supplied  to  the  llght-metals  Industry.  The  statement  Is 
made  that  a  rate  of  less  than  1  mill  per  kilowatt-hour  for  such  power  would 
seem  to  be  feasible  In  the  Tennessee  Valley. 

Secondary  power  which  Is  subject  to  interruption  at  the  option  of  the  sup- 
plier has  only  a  few  markets.  Perhaps  the  most  important  of  these  from  the 
standpoint  of  its  ability  to  absorb  the  amount  of  secondary  power  available 
Is  provided  by  neighboring  power  systems  which  operate  steam-generating 
plants.  These  plants  can  be  shut  down  when  secondary  hydro  power  Is  avail- 
able, thus  saving  the  cost  of  the  coal  which  would  otherwise  have  been  used 
In  generating  steam.  The  value  of  secondary  power  In  this  market  Is  repre- 
sented by  the  cost  of  the  coal  which  Is  saved.  In  the  Tennessee  Valley  this 
value  ranges  from  a  maximum  of  half  a  cent  or  more  per  kilowatt-hour  for 
the  least  economical  steam  plants  to  between  1.5  and  2.5  mills  per  kilowatt- 
hour  for  the  most  economical  ones.  The  TVA  itself  has  a  modern  steam- 
generating  station  built  during  the  war  at  Watts  Bar,  which  has  an  incre- 
mental fuel  cost  of  about  2  mills  per  kilowatt-hour. 
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The  other  potential  purchasers  of  secondary  power  include  producers  of 
aluminum,  phosphorus  and  its  compounds,  and  other  electrochemical  and 
electrometallurgical  industries.  Secondary  power  has  been  sold  to  such 
purchasers  by  TVA  at  rates  ranging  from  2  to  2.5  mills  per  kilowatt-hour. 

Under  the  policies  laid  down  in  the  Tennessee  Valley  Authority  Act,  the 
function  of  sales  of  secondary  iwwer  is  to  minimize  the  costs  to  be  borne  by 
public  users  of  the  primary  output  of  the  system.  This  policy  would  be 
defeated  by  sales  of  secondary  power  at  prices  lower  than  its  fair  market 
value.  In  our  judgment,  the  price  of  less  than  1  mill  per  kilowatt-hour  sug- 
gested in  your  committee's  report  would  be  substantially  below  the  value  of 
secondary  power  in  this  region. 

2.  In  the  last  paragraph  on  page  7  of  the  committee's  interim  report  there 
is  an  implication  that  since  TVA  rates  are  higher  than  those  of  the  Bonne- 
ville Power  Administration,  they  should  be  reexamined  with  the  prospect 
of  probable  reduction.  TVA's  rates  have  been  established  in  accordance  with 
the  congressional  policy  set  out  in  the  Tennessee  Valley  Authority  Act.  Un- 
der those  policies  the  TVA's  power  costs  are  determined  by  the  nature  and 
characteristics  of  the  system  of  water-control  projects  required  for  the 
development  of  the  Tennessee  River  and  its  tributaries,  for  the  pur- 
poses set  forth  in  the  act.  The  power  produced  in  the  Tennessee  Valley 
is  sold  to  industry  at  rates  which  are  as  low  as  any  east  of  the  Rocky 
Mountains,  but,  because  of  the  differences  in  the  characteristics  of  the  two 
rivers,  power  cannot  be  produced  as  cheaply  on  the  Tennessee  River  as  it 
can  on  the  Columbia.  In  other  words,  the  firm  power  available  in  the 
Tennessee  Valley  is  not  only  higher  priced  power ;  it  is  also  higher  cost  power 
than  the  firm  power  distributed  by  the  Bonneville  Power  Administration. 

Tennessee  Valley  Authority  is  deeply  interested  in  successful  operation  of 
such  manufacturing  enterprises  as  make  good  use  of  the  resources  of  the 
region,  including  the  power  resources,  on  a  sound  basis,  and  offer  industrial 
employment.  We  believe  that  industry  in  the  Tennessee  Valley  should  stand 
on  its"^own  feet  and  that  power  should  not  be  sold  to  it  below  cost.  As  com- 
pared with  the  Pacific  Northwest,  the  Tennessee  Valley  has  some  natural 
advantages  and  some  natural  disadvantages.  One  of  the  latter  is  higher 
cost  electric  power.  We  do  not  believe  that  the  Northwest  should  be  de- 
prived of  its  natural  advantages  in  this  respect  in  order  to  subsidize  industry 
in  the  Tennessee  Valley. 

3.  In  the  last  paragraph  on  page  7  of  the  report  reference  is  made  to  the 
alleged  discrimination  in  rates  charged  by  TVA  to  Reynolds  and  Alcoa.  The 
facts  with  reference  to  the  alleged  discrimination  are  fully  set  forth  in  the 
record,  and  we  believe  that  they  demonstrate  that  the  differences  in  contract 
terms  between  TVA's  arrangements  with  Reynolds  and  those  with  Alcoa 
are  both  reasonable  and  fair  and  that  no  discrimination  exists.  The  Fed- 
eral Power  Commission  in  an  independent  review  reached  the  same  con- 
clusion (Hearings,  p.  6469). 

4.  Recommendation  (17)  on  page  19  of  the  report  is  twofold :  (1)  That  the 
Surplus  Property  Board,  with  the  aid  of  the  Federal  Power  Commission, 
make  a  study  of  electric-power  supply,  costs,  and  rates;  and  (2)  thlat 
the  Surplus  Property  Board  confer  with  Federal  power  agencies  with  a  view 
to  providing  supplies  of  primary  and  secondary  power  at  "such  reasonable  and 
nondiscriminatory  rates  as  will  promote  the  fullest  possible  economical  use 
of  Federal  power  in  the  interest  of  the  industry,  the  national  defense,  and 
the  public  welfare." 

It  would  seem  that  a  study  such  as  that  proposed  in  the  first  part  of  this 
recommendation  might  be  useful  to  Congress  in  formulating  policies  rela- 
tive to  the  light-metals  industry.  It  would  also  seem  that  the  Surplus 
Property  Board  is  a  logical  choice  to  make  this  investigation  because  of  its 
interest  in  the  disposition  of  plants  constructed  during  the  war. 

The  purpose  of  the  second  part  of  this  recommendation  is  not  entirely 
clear.  In  the  case  of  the  light-metals  industry,  there  is,  of  course,  a  def- 
inite relationship  between  the  disposition  of  the  plants  constructed  by  the 
Government  and  the  disposition  of  the  Government's  power  supply.  Close 
cooperation  between  the  Surplus  Property  Board  and  the  Federal  power 
agencies  in  all  matters  in  which  their  interests  are  interrelated  would,  there- 
fore, seem  to  be  highly  desirable.  The  proposed  recommendation  seems 
to  go  further  than  this,  however.     It  appears  to  designate  the  Board  as 
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an  agency  of  the  light-metals  industry  to  negotiate  with  Federal  power 
agencies  for  supplies  of  power  for  the  industry  as  a  whole  or  perhaps 
even  for  individual  members  of  the  industry.  The  effect  of  this  recom- 
mendation would  be  to  make  the  Federal  Government  both  the  seller  and 
the  agent  of  the  purchaser  of  the  electric  power  used  by  the  light-metals 
industry.  TVA  power  is  the  property  of  the  United  States  Government, 
and  responsibility  for  its  disposal  in  the  Government's  interest  has  been 
delegated  to  the  TVA.  We  believe  that  the  TVA  should  work  out  the 
terms  of  its  disposal  directly  with  the  purchasers  of  the  power.  Any  other 
procedure  would  be  inconsistent  with  TVA's  responsibility  for  maintaining 
a  rate  structure  which  will  effectuate  the  policies  established  by  the  Congress 
in  the  TVA  Act. 

We  have  limited  our  detailed  review  and  comments  to  those  sections  of  the 
interim  report  of  your  committee  dealing  with  the  power  phases  of  the  problem, 
and  we  hope  that  our  comments  will  be  helpful  to  your  committee.  They 
should  be  considered  as  supplementing  the  testimony  which  we  have  already 
presented  for  the  record. 
Sincerely  yours, 

David  E.  Lilienthal^  Chairman. 


Aluminum  Co.  of  America, 
Washington,   D.   C,  October  25,  1945. 
Hon.  Joseph  C.  O'Mahoney, 

Chairman,   Sul)cammittee   on   Surplus    Property  Disposal 
of  the  Committee  on  Military  Affairs, 

Senate  Office  Building,  Washington,  D.  C. 

Dear  Senator  O'Mahoney  :  On  Friday,  October  19,  testimony  was  presented  by 
one  Francis  C.  Cary  before  the  joint  hearing  of  the  subcommittee  on  Surplus 
Property  Disposal  of  the  Committee  on  Military  Affairs,  the  Special  Committee 
to  Study  Small  Business  Enterprises,  and  the  Industrial  Reorganization  Sub- 
committee of  the  Postwar  Economic  Policy  and  Planning  Committee.  Senator 
James  E.  Murray  presided  at  this  meeting  in  your  absence,  and,  at  the  conclusion 
of  Mr.  Cary's  testimony^  stated  that  anyone  might  present  an  analysis  of  the 
statement  made  by  the  witness.  The  next  day  we  advised  Senator  Murray  by 
letter  of  our  possible  interest  in  so  doing. 

We  do  not  care  to  make  any  comments  upon  Mr.  Cary's  prepared  statement 
which  appears  between  pages  729-749  of  the  minutes.  Much  of  it  is  at  variance 
with  the  testimony  of  othei*  and  better-informed  witnesses.  Primarily,  it  pre- 
sents a  point  of  view. 

We  do  desire  to  place  on  record  through  the  medium  of  this  letter  a  denial 
of  certain  assertions  of  the  witness  (at  p.  716  of  the  stenographic  record)  made 
in  the  self -proclaimed  process  of  qualifying  himself  as  an  expert  on  aluminum. 
The  statements  to  which  we  refer  are  as  follows: 

"One  of  the  processes  which  was  patented  out  of  that  laboratory  (Hybinette 
&  Cary)  increases  the  strength  of  alloys  25  percent.  Alcoa  has  charged  5  cents 
per  opund  in  its  price  of  sheets  during  the  war  for  the  use  of  this  invention. 
The  amount  charged  exceeds  $50,000,000,  and  this  is  in  excess  of  the  amount 
paid  by  Alcoa  to  the  Government  for  the  rent  of  all  plants." 

"They  (Alcoa)  have  not  paid  royalties,  although  they  told  the  Defense  Plant 
Corporation  a  year  ago  in  April  that  they  had  sent  us  the  first  quarter  of  a 
million  dollars  for  that  quarter.     We  haven't  received  it  yet." 

The  foregoing  statements  made  by  Mr.  Cary  are  untrue  from  beginning  to  end. 
The  process  referred  to  is  a  specific  heat  treatment  for  aluminum  alloys,  covered 
by  the  so-called  Hybinette  patent.  United  States  Patent  Oftice  No.  1858092.  The 
patent  was  issued  on  May  10,  1932,  and  its  merits  have  been  thoroughly  investi- 
gated by  Alcoa.  We  have  alternative  heat-treating  processes  outside  of  the  scoi)e 
of  the  patent  which  produce  alloys  of  equally  high  strength.  If  the  operating 
practice  disclosed  by  the  Hybinette  patent  results  in  any  saving  in  costs  over 
the  Alcoa  processes,  the  difference  is  so  slight  that  it  would  be  difficult  to 
determine. 

Alcoa  has  never  added  anything  to  its  price  of  aluminum  sheet  or  any  other 
product  during  the  war  as  the  result  of  the  use  or  for  the  right  to  use  this  heat- 
treating  process.    In  point  of  fact,  Alcoa  processed  less  than  100,000  pounds  of 
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sheet  bv  the  Hybinette  process,  and  this  was  clone  only  for  a  short  time  and  on 
an  exp(u-iniental  basis  in  one  of  Alcoa's  sheet  mills.  It  was  never  used  anywhere 
else  bv  Alcoa.  Alcoa  undertook  to  obtain  a  wartime  license  under  this  patent 
for  the  stated  purpose  of  putting  Alcoa  in  a  position  to  sublicense  others  without 
charj?ing  them  any  royalty.  It  was  impossible  to  reach  an  agreement  with 
Hvbinette  &  Carv  because  of  the  excessive  royalty  demanded  by  Mr.  Cary. 
Alcoa  has  offered \o  pay  one-half  a  cent  a  pound  royalty  on  the  approximately 
100,000  pounds  of  production  processed  under  the  teachings  of  the  Hybinette 
patent.  This  offer  has  not  been  accepted.  Consequently,  it  approaches  the 
fantastic  to  assert,  as  did  Mr.  Cary  before  your  subcommittee,  that  Alcoa  had 
told  the  Defense  Plant  Corporation  in  April,  1^4,  that  they  had  sent  Hybinette 
&  Cary  $2r)0,000  for  that  quarter. 

Mr  Cary's  statements  about  us,  made  in  the  guise  of  qualifying  himself  as  an 
aluminum  expert,  are  so  extraneous  to  any  matter  before  your  committee  that 
we  do  not  feel  warranted  in  laboring  the  matter  beyond  this  general  denial. 

Very  truly  yours,  ^ 

Aluminum  Co.  of  America, 

By  I.  W.  Wilson,  Vice  President. 
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